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DEPARTMENT  OF  DEFENSE 
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April  15,  1992 

MEMORANDUM  FOR  DIRECTOR,  DEFENSE  FINANCE  AND  ACCOUNTING  SERVICE 
DIRECTOR,  DEFENSE  LOGISTICS  AGENCY 

SUBJECT:  Report  on  the  Administration  of  the  Contract  Closeout 

Process  within  DoD  (Report  No.  92-076) 


We  are  providing  this  final  report  for  your  information  and 
use.  This  is  the  fourth  in  a  series  of  reports  issued  as  part  of 
a  Government-wide  President's  Council  on  Integrity  and  Efficiency 
audit  of  the  contract  closeout  process.  Comments  on  a  draft  of 
this  report  were  considered  in  preparing  the  final  report. 

DoD  Directive  7650.3  requires  that  all  audit  recommendations 
be  resolved  promptly.  Therefore,  we  request  that  the  Defense 
Finance  and  Accounting  Service  provide  final  comments  on 
Recommendation  2. a.,  by  June  15,  1992. 

DoD  Directive  7650.3  also  requires  that  the  comments 
indicate  concurrence  or  nonconcurrence  in  the  finding  and 
recommendation  addressed  to  you.  If  you  concur,  describe  the 
corrective  actions  taken  or  planned,  the  completion  dates  for 
actions  already  taken,  and  the  estimated  dates  for  completion  of 
planned  actions.  If  you  nonconcur,  you  must  state  your  specific 
reasons  for  each  nonconcurrence.  If  appropriate,  you  may  propose 
alternative  methods  for  accomplishing  desired  improvements. 

The  courtesies  extended  to  the  audit  staff  are  appreciated. 
If  you  have  any  questions  on  this  audit,  please  contact 
Mr.  Salvatore  D.  Guli,  Program  Director,  at  (703)  614-6285 
(DSN  224-6285)  or  Ms.  Linda  A.  Pierce,  Project  Manager,  at 
(703)  693-0560  (DSN  223-0560).  The  planned  distribution  of  this 
report  is  listed  in  Appendix  I.  ^ 

Edwam  R.  Jones 

Deputy  Assistmt  Inspector  General 
for  Auditing 

Enclosure 

cc; 

Comptroller  of  the  Department  of  Defense 


Office  of  the  Inspector  General,  DoD 


AUDIT  REPORT  NO.  92-076 

(Project  No.  OCF-0045) 


April  15,  1992 


REPORT  ON  THE  ADMINISTRATION  OF 
THE  CONTRACT  CLOSEOUT  PROCESS  WITHIN  DOD 


EXECUTIVE  SUMMARY 


Introduction.  This  is  our  final  report  on  audit  work  within  DoD 
as  part  of  a  Government-wide  President's  Council  on  Integrity  and 
Efficiency  (PCIE)  audit  of  the  contract  closeout  process.  There 
were  three  prior  IG,  DoD,  reports  issued  under  the  PCIE  project. 
Our  audit  focused  on  contracts  administered  by  the  Defense 
Logistics  Agency  (DLA)  and  the  Defense  Contract  Management 
Command  (DCMC) ,  a  subordinate  command  of  DLA.  DCMC  provides 
contract  administra-tion  services  to  DoD  and  other  departments 
and  agencies  of  the  Federal  Government  through  the  five  DCMC 
Districts.  During  the  audit,  the  contract  payment  function 
transitioned  from  DLA  to  the  Defense  Finance  and  Accounting 
Service  (DFAS) . 

Objective.  The  overall  objective  of  the  audit  within  DoD  was  to 
determine  whether  the  contract  closeout  process  within  DoD  was 
accomplished  in  an  efficient  and  effective  manner.  The  three 
prior  reports  addressed  the  objectives  related  to  the  timeliness 
of  contract  closeout,  the  validity  of  unliquidated  obligations, 
the  collection  of  over-payments  on  incentive  contracts  with  cost 
underruns,  and  applicable  internal  controls.  This  report 
addresses  the  objectives  related  to  the  delivery  of  goods  and 
services,  payments  by  the  Government,  the  accuracy  of  the 
Mechanization  of  Contract  Administration  Services  (MOCAS)  system, 
and  applicable  internal  controls. 

Audit  Results.  Contract  data  in  the  MOCAS  system  were  inaccurate 
and  contributed  to  delays  in  closing  contracts.  We  estimated 
that  MOCAS  contained  inaccurate  data  for  19,800  contracts  valued 
at  $9.7  billion,  out  of  the  83,378  contracts,  valued  at 
$56.7  billion,  administered  by  the  Defense  Contract  Management 
District  Mid  Atlantic;  and  for  11,900  contracts  valued  at 
$5.2  billion,  out  of  the  51,019  contracts  valued  at 
$82.3  billion,  administered  by  the  Defense  Contract  Management 
District  West.  Although  delivery  of  goods  and  services  was  not  a 
problem,  we  identified  incorrect  delivery  information  in  MOCAS. 
Incomplete  and  missing  administrative  contracting  officer  (ACO) 
and  finance  documentation  also  caused  database  problems.  As  a 
result,  inaccurate  payments  were  made,  discounts  were  lost, 
payments  were  delayed,  and  contracts  were  not  closed  in  a  timely 
manner.  Late  payments  by  the  two  Districts  cost  about  $6  million 


in  interest  charges  in  Fiscal  Years  1990  and  1991.  We  also 
identified  about  $178,300  in  recoverable  overpayments  on 
six  contracts. 

Internal  Controls.  Although  procedures  were  prescribed  to  ensure 
that  complete  and  accurate  data  were  in  MOCAS,  noncompliance  with 
internal  control  techniques  compromised  the  internal  control 
system  and  MOCAS  operations  supporting  the  contract  closeout 
process.  Also,  controls  were  not  effective  to  ensure  adequate 
physical  control  and  maintenance  of  DFAS  payment  files.  See 
Part  I,  page  4,  of  this  report,  and  Part  II  for^  details  of  the 
internal  controls  assessed  and  weaknesses  identified. 

Potential  Benefits  of  Audit.  The  report  recommendations  should 
produce  monetary  benefits  through  improved  accuracy  of  data  in 
MOCAS  that  will  help  eliminate  the  impediments  to  prompt  contract 
closeout,  and  avoid  overpayments  and  interest  costs  on  untimely 
contract  closeout.  However,  we  could  not  quantify  the  potential 
monetary  benefits  of  this  audit  (Appendix  G) . 

Summary  of  Recommendations.  We  recommended  that  DLA  emphasize 
the  need  to  properly  maintain  and  control  ACO  file  documentation. 
We  also  recommended  that  the  DFAS-Columbus  Center  (DFAS-CO) 
develop  and  implement  procedures  to  better  control  and  maintain 
complete  and  accurate  finance  files,  train  the  appropriate 
personnel  to  properly  input  contract  data  into  MOCAS,  and  to 
collect  overpayments. 

Management  Comments.  The  Deputy  Comptroller,  DLA,  stated  that  a 
policy  letter  would  be  sent  to  DCMC  Districts  regarding  the  need 
to  properly  file,  issue  and  control  contract  files.  The 
Director,  DFAS-CO,  established  procedures  to  better  control 
payment  files,  verify  the  accuracy  of  the  MOCAS  system  financial 
data,  train  newly  hired  personnel  who  interpret  and  enter 
contract  and  financial  data  into  the  MOCAS  system,  and  make 
collections  on  overpayments. 

During  the  audit,  the  contract  administration  mission  was 
reorganized,  separating  finance  and  accounting  functions  for 
contract  payments  from  the  rest  of  the  contract  administration 
functions.  As  a  result,  two  organizations  were  required  to 
respond  to  our  findings  and  recommendations.  DLA  and  DFAS 
requested  that  we  revise  the  draft  report  to  identify  the  results 
of  audit  to  each  of  the  organizations  separately.  We  did  this 
for  the  final  report.  Accordingly,  we  request  that  DFAS  provide 
comments  on  Recommendation  2. a.  on  measures  being  taken  to  ensure 
that  appropriate  training  is  received  by  personnel  who  interpret 
and  enter  contract  data  into  the  MOCAS  system.  The  ^  full 
discussion  of  the  responsiveness  of  management  comments  is  in 
Part  II  of  this  report  and  the  complete  text  of  management 
comments  is  in  Part  IV.  Additional  comments  are  requested  by 
June  15,  1992. 
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This  final  report  was  prepared  by  the  Contract  Management 
Directorate,  Office  of  the  Assistant  Inspector  General  for 
Auditing,  DoD.  Copies  of  the  report  can  be  obtained  from  the 
Information  Officer,  Audit  Planning  and  Technical  Support 
Directorate,  (703)  614-6303. 


PART  I  -  INTRODUCTION 


Background 

This  is  the  final  IG,  DoD,  report  issued  as  part  of  a  Government- 
wide  President's  Council  on  Integrity  and  Efficiency  (PCIE)  audit 
of  the  contract  closeout  process.  The  IG,  DoD,  issued 
three  prior  reports  under  the  PCIE  project.  This  PCIE  audit  was 
also  conducted  at  the  Departments  of  Commerce,  State,  and 
Education;  at  the  Federal  Emergency  Management  Agency;  and  the 
Agency  for  International  Development.  The  audit  work  included  in 
this  report  examined  the  contract  closeout  process  at  the  Defense 
Contract  Management  District  Mid  Atlantic  (DCMDM) ,  the  Defense 
Contract  Management  District  West  (DCMDW) ,  and  the  Defense 
Finance  and  Accounting  Service  (DFAS) .  DCMDM  and  DCMDW  are  two 
of  five  Defense  Contract  Management  Command  (DCMC)  Districts 
within  the  Defense  Logistics  Agency  (DLA)  that  provide  contract 
administration  services  to  DoD  and  other  departments  and  agencies 
of  the  Federal  Government.  As  of  January^  1990,  DLA  was 
administering  421,209  contracts  valued  at  $358  billion. 

DCMDM  and  DCMDW  use  the  automated  system  "Mechanization  of 
Contract  Administration  Services"  (MOCAS) ,  to  maintain  control 
over  the  administration  of  contracts,  including  the  contract 
closeout  process.  The  system  is  designed  to  allow  contract 
administrators  and  finance  personnel  to  enter  various  types  of 
basic  contract  data  and  actions  into  the  database  for  every 
contract  administered.  Data  items  and  actions  include 
information  such  as  contract  numbers,  obligation  amounts,  and 
other  data  related  to  the  administration  of  contracts.  This 
information  permits  administrative  contracting  officers  (ACOs) 
to  monitor  the  status  of  funds,  deliveries,  and  other  contract 
actions  required  through  contract  closeout. 

The  Contract  Administration  Report  (CAR)  is  one  element  of  the 
MOCAS  system  and  is  organized  into  five  main  sections.  Section  1 
contains  active  contracts  on  which  delivery  and  acceptance  of 
supplies,  performance  of  services,  or  periods  of  performance  were 
not  complete.  Section  2  contains  physically  complete  contracts 
on  which  delivery  of  supplies  and  services  were  completed  and 
accepted,  but  on  which  contract  administration  was  still  pending. 
Section  3  contains  dormant  contracts  on  which  one  or  more  of  the 
following  actions  were  pending;  complete  terminations  for 
convenience;  public  law  claims;  investigations;  bankruptcy; 
litigation;  final  payments  withheld  contingent  on  extended 
testing  after  shipment;  and  contingent  value  engineering 
payments.  Section  4  of  the  CAR  contains  contracts  requiring 
payment  adjustments.  These  contracts  were  closed  and  reopened  by 
the  finance  office  for  financial  adjustments  or  collections. 
Section  5  contains  contracts  that  were  closed  during  the  month. 
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Procedures  for  closing  contract  files  are  listed  in  the  Federal 
Acquisition  Regulation  (FAR)  4.804-5,  "Detailed  Procedures  for 
Closing  Out  Contract  Files,"  The  Defense  Logistics  Agency  Manual 
(DLAM)  8105.1,  "Contract  Administration  Manual  for  Contract 
Administration  Services,"  also  provides  guidance  to  the  ACOs 
concerning  the  various  aspects  of  the  contract  closeout  process. 

The  DFAS,  which  was  established  in  January  1991,  consolidated  DoD 
finance  and  accounting  functions  under  the  Comptroller  of  the 
Department  of  Defense.  The  MOCAS  database  is  maintained  at  the 
DFAS-Columbus  Center  (DFAS-CO) .  DFAS  performs  the  contract 
payment  functions  at  DFAS-CO  and  at  remote  sites  in  support  of 
the  DLA  contract  administration  mission.  DFAS  personnel  share 
the  responsibility  with  DCMC  Districts  for  data  input  in  support 
of  contract  administration.  As  of  the  date  of  this  report,  the 
consolidation  and  physical  transfer  of  operational  control  and 
records  from  DCMC  Districts  to  DFAS-CO  has  not  been  completed. 
At  the  end  of  our  audit  field  work  in  December  1990,  DCMDW  had 
already  completed  its  transfer  of  records.  DCMDM  has  started  to 
transfer  records,  but  the  move  is  not  expected  to  be  completed 
until  August  1992. 

Obiectives 

The  overall  objective  was  to  determine  whether  the  contract 
closeout  process  was  accomplished  in  an  efficient  and  effective 
manner.  To  accomplish  this  overall  objective,  the  PCIE 
participants  identified  specific  objectives  to: 

-  assess  IG  independence  on  contract  closeout  audits; 

-  evaluate  the  timeliness  of  contract  closeout; 

-  determine  the  validity  of  unliquidated  obligations; 
determine  whether  overpayments  to  contractors  were 

identified  and  collected; 

evaluate  contract  tracking  systems; 

determine  the  impact  of  overhead  audit  backlogs; 

verify  delivery  of  goods  and  services  with  contract 

terms ; 

assess  the  recovery  of  Government-owned  property  at 
contract  completion;  and 

assess  the  adequacy  of  internal  controls. 

The  three  prior  IG,  DoD,  reports  conducted  at  DCMDM, ^  DCMDW,  and 
the  former  Dallas  regional  office,  covered  the  objectives  related 
to  the  timeliness  of  contract  closeout,  the  validity  of 
unliquidated  obligations,  the  collection  of  overpayments  on 
incentive  contracts  with  cost  underruns,  and  the  applicable 
internal  controls.  OIG,  DoD,  Audit  Report  No.  90-043,  "Plant 
Clearance  Action  on  Government-Owned  Property  in  the  Possession 
of  Defense  Contractors,"  March  2,  1990,  Project  No.  8SL-0063, 

covered  the  objective  related  to  Government-owned  property.  All 


2 


recent  audit  coverage  of  the  contract  closeout  process  is 
summarized  in  Appendix  A  of  this  report. 

This  report  is  the  final  IG,  DoD,  report  on  the  contract  closeout 
process  within  DoD  under  the  PCIE  project.  The  work  for  this 
report  was  conducted  at  DCMDM  and  DCMDW,  the  two  contract 
administration  activities  where  problems  were  identified  in  the 
prior  IG,  DoD,  audit  reports  on  contract  closeout  and  at  the 
DFAS.  This  report  included  audit  objectives  to  verify  the 
delivery  of  goods  and  services  from  contractors,  verify  payments 
by  the  Government,  and  assess  the  effectiveness  of  internal 
controls  related  to  the  contract  closeout  process,  including 
internal  controls  associated  with  ensuring  the  accuracy  of  the 
MOCAS  database. 

Our  review  did  not  identify  problems  with  the  delivery  of  goods 
and  services;  however,  MOCAS  errors  in  delivery  information  are 
described  in  the  finding  of  this  report.  The  objectives  relating 
to  the  impact  of  overhead  audit  backlogs,  the  use  of  MOCAS  as  the 
contract  tracking  system,  and  the  independence  of  the  IG,  DoD,  to 
perform  audits  of  the  contract  closeout  process  in  DoD,  are 
addressed  in  the  other  matters  of  interest  section  of  this 
report . 

Scope 

Our  audit  examined  contracts  that  DLA  was  administering  in 
January  1990,  before  the  formation  of  DCMC  and  the  transfer  of 
contract  administration  functions  from  the  Military  Departments. 
To  accomplish  the  audit  objective,  we  selected  contracts  at 
specific  field  locations  within  two  DCMC  Districts  (then  Defense 
Contract  Administration  Services  Regions)  from  the  active, 
physically  complete,  and  pay  adjustment  sections  of  the  CAR.  The 
universe  and  sample  of  contracts  reviewed  are  summarized  below. 


_ UNIVERSE _ 

CONTRACTS  VALUE 

(Billion) 

DCMDM  83,378  $56.7 

DCMDW  51,019  $82.3 


_ SAMPLE _ 

CONTRACTS  VALUE  CAR  PART 

(Million) 

150  $650.4  A,B,C 

150  $  84.2  A 


We  evaluated  contract  administration  and  payment  records  for  the 
300  sampled  contracts  to  verify  deliveries,  payments,  and  the 
information  in  MOCAS.  We  found  errors  throughout  the  MOCAS 
database.  The  frequency  of  errors  found  in  specific  data 
elements  was  not  always  significant  enough  to  calculate 
projections  for  all  categories  of  errors.  The  statistical 
sampling  plan  is  presented  in  Appendix  C. 

In  response  to  a  Defense  Management  Report  initiative, 
operational  control  of  most  of  the  Military  Department  Plant 
Representative  Offices  transferred  to  DLA  as  of  June  30,  1990. 
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See  Appendix  B  for  a  profile  of  the  contract  administration 
workload  transferred  from  the  Military  Departments  to  DLA. 

This  program  results  audit  was  made  from  January  through  December 
1990  and  included  reviews  of  AGO  files  and  accounting  and  finance 
payment  files  dated  June  1977  through  September  1990.  The  audit 
was  made  in  accordance  with  auditing  standards  issued  by  the 
Comptroller  General  of  the  United  States  as  implemented  by  the 
Inspector  General,  DoD.  Accordingly,  we  included  such  tests  of 
internal  controls  as  were  considered  necessary.  To  achieve  the 
audit  objectives,  we  extensively  relied  on  computer-processed 
data  contained  in  MOCAS.  Our  review  of  system  controls  and  the 
results  of  data  tests  showed  an  error  rate  that  caused  us  to 
question  the  validity  of  the  data.  However,  when  these  data  are 
viewed  in  context  with  other  available  evidence,  we  believe  the 
opinions,  conclusions,  and  recommendations  in  ^ this  report  are 
valid.  The  activities  visited  or  contacted  during  the  audit  are 
listed  in  Appendix  H. 

Internal  Controls 

The  audit  identified  a  material  internal  control  weakness  as 
defined  by  Public  Law  97-255,  Office  of  Management  and  Budget 
Circular  A-123,  and  DoD  Directive  5010.38.  Controls  were  not 
effective  to  ensure  adequate  physical  control  and  maintenance  of 
payment  files  maintained  by  DFAS.  Recommendation  2.c.,  if 
implemented,  should  correct  this  weakness.  In  comments  to  the 
draft  of  this  report,  DFAS  stated  that  procedures  were  instituted 
to  correct  the  problem.  We  could  not  determine  the  monetary 
benefits  to  be  realized  by  implementing  the  recommendation  or 
calculate  a  monetary  amount  related  to  the  physical  control  of 
contract  payment  files.  The  portion  of  Recommendation  2.d.  in 
the  draft  report  dealing  with  reporting  and  tracking  the  internal 
control  weakness  was  deleted.  A  copy  of  the  final  report  will  be 
provided  to  the  senior  official  responsible  for  internal  controls 
within  DFAS. 

Prior  Audits 


In  addition  to  the  three  OIG,  DoD,  reports  related  to  the  PCIE 
audit  of  contract  closeout,  the  Army  Audit  Agency,  the  Air  Force 
Audit  Agency,  and  DLA,  each  issued  audit  reports  on  the 
administration  of  the  contract  closeout  process.  The  OIG,  DoD, 
also  issued  two  other  reports  on  areas  related  to  contract 
closeout.  The  two  related  reports  included  one  on  the  plant 
clearance  function  for  Government-owned  property  in  the 
possession  of  Defense  contractors  and  one  on  the  DCAA  backlog  of 
incurred  cost  audits.  Details  on  each  of  the  prior  audits  are  in 
Appendix  A. 
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other  Matters  Of  Interest 


Availability  of  funds  and  M  accounts.  The  Appropriation  Act 
of  FY  1991  had  a  direct  impact  on  contract  closeout.  The  Act 
changed  the  way  expired  funds  and  M  Accounts  are  handled.  The 
M  Accounts,  which  were  used  to  hold  expired  funds  for  future 
disbursements,  will  no  longer  exist.  The  new  rules  place 
specific  time  limits  on  the  availability  of  appropriated  monies. 
After  the  time  limit  expires,  all  balances  are  canceled  and 
obligations  outstanding  must  be  charged  to  a  current 
appropriation.  These  changes  make  timely  contract  closeout  an 
essential  part  of  contract  management.  DLA  has  provided 
guidance  to  field  activities  emphasizing  the  importance  of 
closing  contracts  on  time  (see  Appendix  D)  .  We  expect  the 
timeliness  of  contract  closeout  to  improve  as  a  result  of  the  new 
rules  for  funds  availability. 

DGAA  audits  Of  incurred  costs.  The  final  overhead  rate 
settlement  is  one  of  the  last  items  to  be  completed  before  a 
contract  can  be  closed.  The  DCAA  audit  report  on  incurred  costs 
is  used  to  reach  settlement  on  overhead  rates^,  whether  the 
settlements  are  negotiated  by  the  AGO  or  determined  by  audit. 
The  backlog  of  DCAA  audits  has  increased  the  audit  waiting  time 
beyond  the  36  months  allowed  for  the  entire  contract  closeout 
process  for  cost-type  contracts.  We  estimated  that  as  of  the 
January  1990  data,  DCMDM  had  almost  13,000  contracts,  valued  at 
$3.7  billion,  awaiting  audit  before  they  could  be  closed. 

The  Office  of  the  Assistant  Inspector  General  for  Audit  Policy 
and  Oversight  Report  No.  APO  89-021,  "Report  on  Oversight  Review 
of  the  Defense  Contract  Audit  Agency  Backlog  of  Incurred  Cost 
Audits,"  September  21,  1989,  addressed  the  problem  of  the 
backlog  of  incurred  cost  audits  and  DCAA  actions  to  reduce  the 
backlog  (see  Appendix  A) .  DCAA  and  DLA  coordinated  an  initiative 
to  maximize  the  use  of  multiyear  audits  to  help  reduce  the  DCAA 
backlog  and  allow  DLA  to  close  overage  contracts.  When  the 
1991  Defense  Appropriation  Act  established  new  rules  on  funds 
availability,  DCAA  had  to  shift  the  audit  priority  from 
performing  multiyear  audits  to  auditing  the  oldest  contractor 
fiscal  years  first.  Multiyear  audits  were  conducted  only  when 
consistent  with  the  objective  of  completing  the  oldest  fiscal 
years  first.  Appendix  E  contains  the  DCAA  "Audit  Management 
Guidance  on  Accomplishment  of  Incurred  Cost  Audits  for  Contractor 
Fiscal  Years  1987  and  Earlier." 

Contract  tracking  system.  In  DoD,  MOCAS  is  the  system  that 
monitors  the  status  of  contracts  and  provides  control  over  the 
contract  closeout  process,  although  as  noted  in  this  report, 
management  of  the  system  needs  improvement.  Contracts  are 
tracked  in  the  system  from  the  time  they  are  assigned  to  DCMC  for 
administration  through  closeout  and  subsequent  payment 
adjustments.  During  our  audit,  MOCAS  was  transitioning  between 
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DLA  and  DPAS  to  accomodate  the  reorganization  of  the  contract 
administration  mission.  We  do  not  address  the  merits  of  the 
reorganization  or  its  effect  on  MOCAS  in  this  report. 

IG.  DoD.  independence.  The  Inspector  General,  DoD,  does 
not  have  a  problem  maintaining  independence  when  conducting 
audits  of  the  contract  closeout  process.  The  IG,  DoD,  does  not 
perform  any  of  the  contract  closeout  work  that  would  be  audited. 
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PART  II  -  FINDING  AND  RECOMMENDATIONS 


MOGAS  RELIABILITY  IN  SUPPORT  OF  CONTRACT  CLOSEOUT 

Contract  data  in  MOCAS  were  inaccurate  and  contributed  to  delays 
in  closing  contracts.  We  estimated  that  MOCAS  contained 
inaccurate  data  for  19,800  contracts  valued  at  $9.7  billion  at 
DCMDM,  and  11,900  contracts  valued  at  $5.2  billion  at  DCMDW. 
MOCAS  database  inaccuracies  were  attributed  to  errors  by 
inexperienced  and  inadeguately  trained  personnel  responsible  for 
performing  contract  data  interpretation  and  input.  Incomplete 
and  missing  ACO  and  finance  documentation  also  caused  database 
problems.  As  a  result,  inaccurate  payments  were  made,  discounts 
were  lost,  payments  were  delayed,  and  contracts  were  not  closed 
in  a  timely  manner.  Late  payments  by  the  two  Districts  reviewed 
cost  about  $6  million  in  interest  charges  in  Fiscal  Years  1990 
and  1991.  We  also  identified  about  $178,300  in  recoverable 
overpayments  on  six  contracts. 

DISCUSSION  OF  DETAILS 


MOCAS  Database 


During  our  review  of  the  payments  and  deliveries  made  on 
contracts,  we  found  errors  in  the  MOCAS  database  that  required 
correction  in  order  for  contracts  to  be  properly  processed  and 
closed. 


Number  of  Contracts 
Administered  With  Errors* 


Value  of  Contracts 
Administered  With  Errors* 
(Billion)  (Billion) 


DCMDM 

DCMDW 


83,378 

51,019 


19,800 

11,900 


$56.7 

$82.3 


$9.7 

$5.2 


*  Estimated 

Although  the  errors  were  located  throughout  the  MOCAS  database,  a 
significant  portion  of  the  errors  involved  erroneous  obligation 
and  disbursement  information.  We  projected  that  MOCAS  contained 
erroneous  obligation  and  disbursement  information  for 
13,300  DCMDM  contracts  valued  at  $8.5  billion.  About 

16.7  percent  of  the  contracts  reviewed  at  DCMDW  had  similar 
errors,  but  our  sample  did  not  provide  results  that  would  permit 
projecting  the  total  dollar  value  of  errors.  Errors  in 
obligations  and  disbursements  occurred  because  payments  made  on 
contracts  and  contract  modifications  were  either  not  input  into 
the  MOCAS  database  timely  or  not  input  at  all.  The  following 
examples  illustrate  how  errors  occurred  at  DCMDM  and  DCMDW. 

o  The  unliquidated  obligation  balance  on  DCMDM  administered 
contract  N00024-88-C-6008  was  overstated.  Contract  payments 
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totaling  $71.3  million  were  not  input  into  MOCAS.  This  contract 
was  in  section  1  (active)  of  the  CAR  at  the  time  of  our  review, 
and  was  not  yet  physically  complete.  Although  the  contract  was 
in  the  correct  CAR  section  when  we  reviewed  it,  the  erroneous 
payment  information  in  MOCAS  will  reguire  correction  prior  to 
closeout. 

o  A  modification  for  DCMDW  administered  contract 
F09603-83-G-3881,  Delivery  Order  0028,  was  input  into  MOCAS 
twice,  which  resulted  in  an  erroneous  obligation  of  $65,000  and 
overstated  the  unliguidated  obligation  by  $65,000.  The  contract 
was  physically  complete  in  1987,  but  closeout  was  delayed  for 
over  3  years.  The  overhead  rates  were  not  settled,  the 
contractor  did  not  submit  the  final  invoice,  and  the  obligation 
and  unliquidated  obligation  amounts  did  not  reconcile. 

o  Closeout  of  DCMDW  administered  contract  N00383-83-G-3109, 
Delivery  Order  0176,  was  delayed  3  years  and  10  months  because  a 
mathematical  error  on  a  modification  overstated  the  unliquidated 
obligation  amount  in  MOCAS  by  $100.  The  correct  unliquidated 
obligation  amount  was  zero. 

Funds  on  these  contracts  required  reconciliation  before  the 
contracts  could  be  processed  through  closeout.  Such  delays  in 
identifying  and  correcting  errors  in  obligations  and 
disbursements  contribute  to  the  untimely  closeout  of  contracts. 

Experience  and  Training  of  Personnel 

The  consolidation  of  Finance  and  Accounting  operations  from  the 
DCMC  Districts  to  the  Defense  Finance  Center  (now  DFAS-CO)  in 
Columbus,  Ohio,  relocated  the  operation  to  a  geographic  region 
that  had  no  prior  MOCAS  contract  administration  payment  operation 
and  a  limited  pool  of  experienced  personnel.  We  believe  that 
concurrent  with  the  consolidation  at  Columbus,  the  DCMC  Districts 
began  to  lose  their  experienced  work  forces.  DLA  found  itself  in 
a  massive  reorganization  with  a  smaller,  less  experienced  work 
force,  but  with  no  reduction  in  mission.  In  January  1991,  the 
finance  operation  in  Columbus  became  part  of  DFAS. 

The  ACOs  depended  on  MOCAS  to  process  contracts  through  the  CAR 
based  on  data  input.  When  incorrect  data  halted  the  process, 
contract  actions  were  delayed  until  the  ACO  reviewed  ^and 
corrected  the  data  for  the  computer,  or  processed  the  actions 
manually.  The  MOCAS  system  had  edit  checks  to  identify  invalid 
input,  but  this  did  not  eliminate  incorrect  infopaation.  The 
ACOs  needed  to  identify  incorrect  data  and  correct  it  in  order  to 
prevent  system  delays  in  processing  contracts  through  closeout. 
The  "trusted  agent"  program,  coordinated  between  DIA  and  DFAS, 
assigned  a  limited  number  of  people  in  the  DCMC  Districts  the 
responsibility  of  making  changes  to  the  MOCAS  database.  The  ACOs 
may  identify  the  errors  that  need  correcting,  but  only  the 
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trusted  agents  make  corrections.  According  to  DLA  officials,  the 
ACOs  have  procedures  to  request  the  trusted  agents  to  change  data 
in  MOCAS.  The  effectiveness  of  the  trusted  agent  program  could 
not  be  determined  during  our  audit  since  it  was  in  the  process  of 
being  established  in  the  field.  If  the  trusted  agent  program  is 
effective,  the  accuracy  of  the  MOCAS  database  should  improve. 

DCMDH.  At  the  time  of  our  audit,  DCMDM  was  still  performing 
the  finance  and  accounting  function.  As  personnel  left  DCMDM, 
new  employees  were  hired  until  January  1,  1990,  when  DLA 
implemented  a  hiring  freeze.  About  60  additional  people  resigned 
from  DCMDM  during  1990.  Although  personnel  attrition  reduced  the 
number  of  experienced  workers  at  the  District,  DCMDM  had  no 
formal  training  program  for  the  new  employees  hired  prior  to  the 
freeze.  On-the-job  assistance  was  all  that  was  available  to 
train  the  new  employees.  The  inexperienced  work  force  and  the 
lack  of  training  for  new  employees  contributed  to  the  24  percent 
error  rate  we  found  in  the  MOCAS  database  at  DCMDM. 

DFAS~C0 .  During  1989  and  1990,  the  DCMDW  finance  and 
accounting  operation  and  the  MOCAS  database  supporting  contract 
administration  were  transferred  to  what  is  now  DFAS-CO.  To 
prepare  new  employees  for  their  work,  DLA  developed  a  training 
program  to  be  attended  by  both  management  and  operations 
employees.  Courses  covered  specific  responsibilities  for  primary 
job  positions  involving  contractor  relations,  voucher 
examination,  and  MOCAS  data  input.  The  goal  of  the  training 
program  was  not  only  to  train  new  employees  to  perform  specific 
tasks,  but  also  to  establish  consistency  among  all  personnel  at 
DFAS-CO,  including  managers,  in  applying  the  operating 
procedures.  However,  the  training  attendance  records  for  the 
employees  assigned  to  MOCAS  payments  indicated  low  attendance 
overall.  We  found  that  47  percent  of  the  work  force  of  over 
400  people  did  not  attend  any  of  the  courses.  Looking  at  the 
training  provided  to  contract  input  personnel,  we  found  that 
43  percent  of  the  63  people  in  those  positions  did  not  attend  any 
of  the  courses  specifically  designed  for  their  function.  Also, 
none  of  the  contract  input  supervisors  attended  any  of  the 
courses . 

DLA  officials  cited  the  high  volume  of  work  as  the  primary  reason 
for  the  low  participation  in  training.  However,  we  believe  that 
the  lack  of  training  had  the  potential  to  create  more  workload 
because  of  mistakes  that  had  to  be  corrected.  The  significant 
incidence  of  inaccuracies  in  the  MOCAS  database  underscores  the 
need  for  DFAS  personnel  to  attend  training. 

AGO  and  DFAS  Documentation  and  Files 

DLAM  8105.1,  Part  4.8,  "Contract  File  Maintenance,  Closeout,  and 
Disposition,"  specifies  what  contractual  documentation  should  be 
in  the  ACO  files,  and  it  stipulates  that  the  files  should  be 
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maintained  throughout  the  administrative  process  and  contract 
closeout.  The  Defense  Federal  Acquisition  Regulation  Supplement 
(DFARS)  204.802,  "Contract  Files,"  addresses  the  organization  of 
AGO  files  and  the  need  for  a  cross  reference/ locator  system  to 
maintain  control  of  the  files.  With  the  creation  of  DFAS, 
contract  payment  files  were  no  longer  maintained  by  DLA. 
Therefore,  we  separated  the  audit  results  attributed  to  AGO 
contract  files  (DLA)  and  contract  payment  files  (DFAS) . 

AGO  deeumantation  and  files.  The  results  of  our 
calculations  indicated  that  incomplete  and  missing  AGO  files  did 
not  occur  in  sufficient  numbers  to  project  to  the  total  contracts 
administered  by  DCMDM  and  DCMDW.  We  found  that  6.7  percent  of 
DCMDM  AGO  files  reviewed  and  19  percent  of  DCMDW  AGO  files 
reviewed  were  incomplete  or  missing.  However,  within  DCMDW,  the 
incidence  of  incomplete  or  missing  files  at  Defense  Contract 
Management  Area  Operations  (DCMAO) ,  El  Segundo,  was  about 
30  percent  for  the  contracts  reviewed  at  that  site.  Procedures 
prescribed  in  DIAM  8105.1  and  in  the  DFARS  were  not  followed  when 
paperwork  essential  for  contract  closeout  was  not  submitted  or 
received  timely  by  the  proper  personnel.  Two  examples  of  extreme 
delays  in  contract  closure  occurred  in  contracts  N00173-79-C-0342 
and  N00244-85-C-0498.  Those  contracts  were  delayed  1.5  and 
3.5  years,  respectively,  because  the  ACOs  did  not  submit  the 
Contract  Administration  Completion  Record  (Form  1593)  to  the 
Accounting  and  Finance  Office  in  a  timely  manner.  The  contracts 
required  manual  closeout. 

DFAS  documentation  and  files.  DFAS-CO  was  responsible  for 
payment  files  for  about  51,000  contracts  administered  by  DCMDW  at 
the  time  of  our  audit.  We  projected  that  payment  files  at 
DFAS-CO  for  about  16,400  contracts  valued  at  $5.5  billion  were 
either  missing  or  incomplete.  During  the  audit,  payment  files 
for  about  83,000  contracts  administered  by  DCMDM  were  maintained 
by  DLA  at  the  District  office  in  Philadelphia.  The  payment  files 
and  the  payment  function  were  under  the  control  of  DLA  until  the 
contract  payment  function  at  Philadelphia  transferred  to  the 
operational  control  of  DFAS  in  1991.  We  projected  that  payment 
files  at  DFAS  in  Philadelphia  for  about  12,000  contracts  valued 
at  $6.7  billion  were  either  missing  or  incomplete.  We  considered 
the  number  of  missing  and  incomplete  payment  files  to  be 
significant,  constituting  a  material  internal  control  weakness. 
DFAS  did  not  have  written  standard  operating  procedures  at  the 
finance  offices  in  Philadelphia  or  Columbus.  Procedures 
prescribed  in  DLAM  8105.1  and  DFARS  were  not  followed  when 
paperwork  essential  for  contract  closeout  was  not  submitted  or 
received  timely  by  the  proper  personnel.  For  example,  contract 
DAEA26-00-86-D-0004,  delivery  order  BK30,  was  physically  complete 
as  of  December  28,  1988.  The  contract  remained  in  CAR  section  2 
(physically  complete) ,  instead  of  being  automatically  processed 
to  section  5  (closed) ,  because  the  finance  office  did  not  submit 
the  "Notice  of  Last  Action  Report"  to  the  AGO  in  a  timely  manner. 
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nnnwiug-ion.  Although  the  number  of  incomplete  or  missing 
AGO  files  was  not  high,  the  AGO  file  problems  together  with  the 
DFAS  payment  file  problems  combined  to  impact  an  estimated 
20,600  contracts  valued  at  $6  billion  administered  by  DOTDW,  and 
an  estimated  12,500  contracts  valued  at  $6.7  billion  administered 
by  DGMDM.  Noncompliance  with  regulatory  guidance  caused  boto  AGO 
and  payment  files  to  be  incomplete  or  to  be  lost.  In  addition, 
we  believe  that  the  absence  of  written  standard  operating 
procedures  for  filing  contractual  and  financial  documents,^  and 
for  maintaining  physical  control  of  the  AGO  and  payment  files, 
contributed  to  the  problems.  Missing  documentation  and 
incomplete  files  delayed  several  processes  essential  to  contract 
closeout  including  the  verification  of  contract  data  in  MOGAS, 
the  GAR  process,  and  the  reconciliation  of  delivery  and  financial 
transactions.  Ultimately,  these  delays  affected  the  timely 
closing  of  contracts. 

Effects  of  Inaccuracies  in  MOGAS 

MOGAS  database  inaccuracies  resulted  in  overpayments,  lost 
discounts,  and  interest  penalties,  and  caused  delays  in  contract 
closeout. 

Contract  overpayments .  We  identified  about  $289,900  in 
overpayments  on  nine  contracts  included  in  our  samples  of 
contracts  reviewed  at  DGMDM  and  DGMDW  (see  Appendix  F)  .  About 
$178,300  of  that  amount  was  recoverable  on  six  of  the 
nine  contracts.  The  recoverable  amounts  were  on  three  contracts 
administered  by  DGMDM  that  had  overpayments  valued  at  about 
$90,700,  and  on  three  contracts  administered  by  DGMDW  that  had 
overpayments  totaling  about  $87,600.  Overpayments  were  caused  by 
transposition  of  numbers,  payment  of  duplicate  invoices,  and 
payment  of  Incorrect  invoice  amounts.  In  addition  to  these 
overpayments,  two  contracts  terminated  for  default  were  overpaid 
by  about  $70,900,  and  a  contractor  went  bankrupt  on  another 
contract  with  about  $40,700  in  outstanding  overpayments.  DFAS 
and  DLA  have  taken  proper  steps  to  recover  all  of  the  monies  due 
the  Government.  According  to  DFAS,  about  $177,300  has  already 
been  recovered,  a  demand  letter  is  outstanding  for  about  $1,000, 
and  the  termination  and  bankruptcy  cases  were  either  transferred 
or  are  pending  in  the  legal  process. 

Discounts  lost.  Discounts  were  lost  due  to  late  payment  of 
invoices.  Our  sample  results  identified  5  contracts  at  DGMDM 
with  lost  discounts  valued  at  $242  and  10  contracts  at  DGMDW  with 
lost  discounts  valued  at  $2,380.  These  results  were  too  small  to 
project  to  the  universe.  Finance  and  Accounting  Office  officials 
at  DGMDM  indicated  that  contract  discounts  were  not  a  priority, 
and  that  the  main  focus  of  finance  operations  was  paying  invoices 
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within  the  Prompt  Payment  Act  time  frames.  Officials  also 
indicated  that  invoices  were  generally  not  received  in  time  to 
take  advantage  of  discounts  offered. 

Interest  under  the  Prompt  Payment  Act.  The  Prompt  Payment 
Act,  as  amended  (United  States  Code,  title  31,  chapter  39), 
requires  Executive  departments  and  agencies  to  make  payments  on 
time,  to  pay  interest  penalties  when  payments  are  late,  and  to 
take  discounts  only  when  payments  are  made  on  or  before  the 
discount  date. 

Delays  in  the  input  of  contract  data  to  MOCAS,  in  the  receipt  of 
receiving  reports  and  in  the  input  of  receipt  data  to  MOCAS 
contributed  to  late  payments.  An  example  of  late  payments 
occurred  when  valid  invoices  were  returned  to  the  contractor 
unpaid  because  the  delivery  orders  had  not  been  entered  into  the 
MOCAS  database.  The  computer  system  could  not  recognize  the 
invoices  as  legitimate  without  a  valid  delivery  order  number  in 
the  system.  Resubmitted  invoices  were  subsequently  paid — late. 
Errors  in  contract  type  codes  also  caused  delays  in  processing 
payments  through  MOCAS.  Late  payments  on  contracts  administered 
by  DCMDM  cost  about  $338,000  in  interest  in  FY  1990  and 
$763,000  in  FY  1991.  Late  payments  on  contracts  administered  by 
DCMDW  cost  about  $3.5  million  in  interest  in  FY  1990  and  about 
$1.3  million  in  FY  1991. 

Effects  on  Contract  Closeout 

The  failure  of  MOCAS  to  properly  process  contracts  through  the 
system  caused  additional  work  for  ACOs  and  finance  personnel, 
which  resulted  in  delays  in  contract  administration  and  contract 
closeout  processes.  The  MOCAS  system  cannot  be  an  efficient  and 
effective  system  for  processing  contract  data  if  the  information 
entered  into  the  system  is  not  accurate  or  timely.  Errors  in  the 
database  cannot  always  be  detected  by  the  computer,  and  require 
human  intervention  to  determine  what  the  problem  is  and  how  to 
fix  it.  Manual  processing  delays  the  actions  pending  on  the 
contracts  affected.  Contracts  cannot  be  properly  closed  until 
all  actions  are  complete.  The  examples  cited  in  this  report 
illustrate  how  database  errors  affect  contract  administration 
operations.  Personnel  responsible  for  entering  data  into  MOCAS, 
and  ACOs  responsible  for  administering  the  contracts  must  be 
trained  to  comply  with  procedures  in  order  to  ensure  that  MOCAS 
contains  accurate  and  reliable  contract  data. 

RECOMMENDATIONS.  MANAGEMENT  COMMENTS.  AND  AUDIT  RESPONSE 

1.  We  recommend  that  the  Director,  Defense  Logistics  Agency, 
inform  all  field  activities  about  the  need  to  properly  file, 
issue,  and  control  Administrative  Contracting  Officer  contract 
files  in  accordance  with  Defense  Logistics  Agency  Manual  8105.1, 
Contract  Administration  Manual  Part  4.8,  MContraot  Pile 
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Maintenanod/  Closeout/  and  Disposition/"  and  Defense  Logistics 
Agency  Manual  5015.1/  "Piles  Maintenance  and  Disposition." 

Defense  Logistics  Acencv  comments.  The  draft  report 
recommendation  is  revised  in  this  report.  The  Deputy 
Comptroller,  Defense  Logistics  Agency,  nonconcurred  with  the 
draft  report  recommendation,  and  stated  an  alternative  action. 
DLA  Headquarters  will  issue  a  policy  letter  to  the  field  offices 
reminding  them  of  their  responsibilities  under  current  Defense 
Logistics  Agency  Manuals  and  request  that  the  Districts  review 
compliance  during  their  staff  assistance  visits  to  their  field 
units. 

Audit  Response.  The  proposed  action  is  considered 
responsive  to  the  revised  recommendation  in  this  report. 
Additional  comments  to  the  revised  recommendation  will  not 
be  required. 

2 .  We  recommend  that  the  Director,  Defense  Finance  and 
Accounting  service  ^  Columbus  center: 

a.  Establish  a  time-phased  plan  to  provide  training  to 
newly  hired  personnel  responsible  for  interpreting  and  entering 
contract  data  into  the  MOCAS  system. 

Defense  Finance  and  Accounting  Service  comments.  The 
Director,  Defense  Finance  and  Accounting  Service,  concurred, 
stating  that  a  mandatory  8-week  training  program  is  in  place  for 
both  management  and  operations  employees.  Each  job  position  has 
a  sequence  of  specific  courses  identified  in  the  program.  ^  The 
supervisors  have  the  responsibility  to  determine  the  training 
needs  of  employees. 

Audit  Response.  The  Director's  comments  are  partially 
responsive  to  the  intent  of  the  recommendation.  When  we 
discussed  the  draft  report  results  with  the  Defense  Finance 
and  Accounting  Service,  we  agreed  to  revise  the 
recommendation  to  direct  the  thrust  of  the  recommendation  to 
newly  hired  employees  instead  of  all  data  input  personnel. 
We  remain  concerned  that  although  a  training  program  was  in 
existence,  personnel  were  not  receiving  the  training 
available  for  their  job  positions.  These  concerns  were 
voiced  when  we  briefed  the  Director  on  the  draft  report 
results.  The  Director's  comments  indicate  that  it  is  the 
supervisor's  responsibility  and  authority  to  determine  which 
employees  require  training.  We  agree  and  also  believe  that 
the  supervisor  must  ensure  that  employees  receive  the  proper 
training  that  is  consistent  with  their  positions. 
Accordingly,  we  request  that  the  Director,  Defense  Finance 
and  Accounting  Service,  provide  additional  comments  on  the 
revised  recommendations  and  the  measures  supervisors  are 
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taking  to  ensure  that  personnel  are  receiving  training 

appropriate  to  their  job  position. 

b.  Develop  and  implement  procedures  to  verify  the  accuracy 
of  financial  data  in  the  M0CA8  system  database. 

Defense  Finance  and  Accounting  Service  comments.  The 

Director,  Defense  Finance  and  Accounting  Service,  concurred, 

stating  that  quality  reviews  of  contract  data  input  are  performed 
daily  on  a  random  sample  of  transactions. 

c.  Develop  stzmdard  operating  procedures  for  the  physical 
control  and  maintenance  of  complete  and  accurate  payment  files. 

Defense  vinanca  and  Accounting  Service  comments.  The 

Director,  Defense  Finance  and  Accounting  Service,  concurred, 

stating  that  procedures  have  been  established  to  secure  the  files 
area  and  track  the  files  using  a  bar  coding  system. 

d.  Establish  a  time-phased  plan  to  track  that  all  payment 
files  are  accounted  for  and  are  complete  and  accurate. 

Defense  Finance  and  Accounting  Service  comments.  The 

Director,  Defense  Finance  and  Accounting  Service,  concurred, 

stating  that  when  missing  documents  are  identified,  milestones 

will  be  established  to  track  that  all  required  data  is  obtained 
in  the  payment  office. 

e.  Initiate  action  to  recover  the  following  overpayments  on 
contracts  administered  by  the  Defense  contract  Management 
District  West. 


Contract  Number 

N00383-85-G-5108/0365 

DLA100-84-C-4499 

DAAH01-81-C-B016 

DAAH01-85-C-0726 

N00024-83-C-7010 


Amount  of  Overpayment 

$11,385.00 

117.68 

70,796.31 

940.80 

40,726.47 


Defense  Finance  and  Accounting  Service  comments .  The 
Director,  Defense  Finance  and  Accounting  Service,  partially 
concurred,  stating  that  collection  action  on  contracts 
DLA100-84-C-4499  and  DAAH01-81-C-B016  could  not  be  taken  until 
the  resolution  of  terminations  for  defaults  was  determined  on 
both  contracts.  A  demand  letter  was  issued  to  recover  the 
overpayment  of  $940.80  on  contract  DAH01-85-C-0726.  The  amount 
of  $40,726.47  on  contract  N00024-83-C-7010  cannot  be  collected  at 
this  time  due  to  bankruptcy  of  the  contractor.  The  $11,385.00 
overpayment  on  contract  N00383-85—G— 5108/0365  was  collected  on 
February  8,  1991. 
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Audit  Response.  The  Director,  Defense  Finance  and 
Accounting  Service,  comments  are  responsive  to  the 
recommendation . 

Deleted  recommendations .  Comments  received  from  the 
Director,  Defense  Logistics  Agency,  indicated  that  there  were 
adequate  instructions  and  procedures  for  the  physical  control  and 
maintenance  of  contract  files.  Accordingly,  we  have  deleted 
draft  report  Recommendations  l.a.,  l.b.  and  l.c.  Draft  report 
Recommendation  3.e.  was  deleted  because  we  no  longer  recommend 
tracking  the  status  of  corrective  actions  for  material  internal 
control  weaknesses.  Management  comments  on  draft  report 
Recommendation  3.f.  showed  that  one  of  the  reported  overpayments 
was  not  valid  and  that  collection  action  on  the  other  was 
completed  before  our  audit  was  initiated.  Therefore,  we  deleted 
draft  report  Recommendation  3.f.  Resequencing  of  the  remaining 
recommendations  required  draft  report  Recommendations  2.,  3. a., 
3.b.,  3.C.,  3.d.,  and  3.g.  to  be  renumbered  as  Recommendations 
1.,  2. a.,  2.b.,  2.C.,  2.d.,  and  2.e.  in  this  final  report. 
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APPENDIX  A  •*  SYNOPSES  OF  BRIOR  AUDIT  REPORTS  ON  THE 
ADMINISTRATION  OF  THE  CONTRACT  CLOSEOUT  PROCESS 

Office  of  the  Inspector  General.  DoD,  Report  No, _ 91-064,. 

»Ai^-mini.stratlon  of  the  Contract  Closeout  Process  at  the  Defense 
Contract  Management  District  Mid  Atlantic,”  March  20.  1991. 

The  report  stated  that  contract  closeout  was  not  timely.  About 
37  percent  of  the  contracts  reviewed  were  overage  for  periods 
ranging  from  1  to  162  months.  In  addition,  ACOs  did  not  make 
required  fund  reviews  or  recover  overpayments  on  fixed-price 
incentive  contracts .  There  were  internal  control  weaknesses  in 
these  same  areas.  DLA  concurred  that  contract  closeout  was  not 
timely,  and  agreed  with  our  recommendation  to  establish  a  working 
group  to  assist  in  closing  overage  contracts  in  section  4  of  the 
CAR.  DLA  nonconcurred  with  the  recommendation  to  include 
contract  closeout  in  the  ACOs  performance  plans.  DLA  has  already 
taken  action  on  our  recommendation  to  deobligate  excess  funds  and 
collect  overpayments. 

Office  of  the  Inspector  General.  DoD.  Report  No.  91-065, 
^Administration  of  the  Contract  Closeout  Process  at  the  Defense 
Contract  Management  District  West,”  March  20,  1991. 

The  report  stated  that  contract  closeout  was  not  timely.  About 
52  percent  of  the  contracts  reviewed  were  overage  for  periods 
ranging  from  1  to  133  months.  In  addition,  ACOs  did  not  make 
required  fund  reviews  or  recover  overpayments  on  fixed-price 
incentive  contracts .  There  were  internal  control  weaknesses  in 
these  same  areas.  DLA  concurred  with  the  finding  that  contract 
closeout  was  untimely,  but  nonconcurred  with  the  recommendations 
addressing  the  timeliness  issues.  DLA  agreed  with  recommenda¬ 
tions  to  provide  training  on  fund  review  procedures  and  to 
request  deobligation  of  excess  funds. 

Office  of  the  Inspector  General.  DoD.  Report  No.  90-043,  "Report 
on  the  Audit  of  Plant  Clearance  Action  on  Government  Owned 
Property  in  the  Possession  of  Defense  Contractors."  March  2, 
1990. 


The  report  stated  that  excess  Government-owned  property  at 
contractor  locations  was  not  screened  for  reutilization,  proceeds 
from  the  disposition  of  Government-owned  property  were  not 
verified,  and  Government-owned  property  was  retained  at 
contractor  locations  after  contracts  were  completed  and  closed. 
The  finding  on  property  retention  on  completed  or  closed 
contracts  covered  the  scope  applicable  to  our  contract  closeout 
audit.  The  Assistant  Secretary  of  Defense  (Production  and 
Logistics) ,  concurred  with  the  finding  and  recommendation  to 
monitor  the  implementation  of  initiatives  in  a  November  1986 
policy  memorandum  concerning  storage  of  Government  property, 


19 


APPENDIX  A  -  SYNOPSES  OF . PRIOR  AUDIT  REPORTS  ON  THE 
ADMINISTRATION  OF  THE  CONTRACT  CLOSEOUT  PROCESS  (Continued) 

plant  clearance  actions  on  unneeded  property,  and  elimination  of 
"no-cost"  storage  agreements.  With  the  exception  of  the  Air 
Force  and  DLA,  all  agencies  concurred  with  the  finding  and  recom¬ 
mendations  to  review  Government  property  assigned  to  contracts 
awarded  before  1980;  ensure  initiation  of  plant  clearance 
actions;  and  where  appropriate,  determine  why  contracts  were 
closed  before  disposition  of  Government  property.  The  Air  Force 
and  DLA  partially  concurred  with  the  finding  but  nonconcurred 
with  the  recommendation  to  review  pre-1980  contracts.  ^  In 
response  to  the  final  report,  the  Air  Force  and  DLA  reaffirmed 
their  position  but  agreed  to  review  physically  complete  contracts 
awarded  before  1980. 


Office 

of  the  Insoector  General.  DoD.  Report  No.  90-108 

.  "Final 

on  Anti  it  of  the  Administration  of  the 

Contract 

r-i  p-rr.r.ec5C!  at  the  Defense  Contract  Management 

Region, 

Dallas. 

"  September  18,  1990. 

The  report  stated  that  the  overall  administration  of  the  contract 
closeout  process  at  the  Defense  Contract  Management  Region, 
Dallas,  was  generally  effective.  Contracts  were  generally  closed 
on  a  timely  basis,  and  excess  funds  were  identified  for 
deobligation.  This  was  a  memorandum  report  with  no 
recommendations . 

Office  of  the  Inspector  General.  DoD.  Report  No. _ APQ — 89-021, 

"Report  on  Oversight  Review  of  the  Defense  Contract  Audit  Agency 
Backlog  of  Incurred  Cost  Audits."  September  21.  1989. 

The  report  stated  that  delinquent  audits  by  DCAA  and  late 
submissions  of  annual  indirect  cost  claims  by  contractors  can  be 
costly  to  DoD  as  well  as  to  contractors.  The  primary  DCAA 
solution  to  the  audit  backlog  was  to  increase  staffing  and  devote 
more  staff  to  incurred  cost  audits.  In  addition,  DCAA  developed 
a  new  audit  program  for  indirect  cost  claims  from  contractors 
with  annual  incurred  costs  below  $5  million.  The^  new  program 
reduced  the  time  required  to  perform  the  audits,  freeing 
resources  for  higher  risk  projects.  DCAA  also  developed  the 
Contractor  Risk  Assessment  Guide  Program  to  encourage  contractor 
self-governance.  Effective  in  March  1985,  contractors  were 
required  to  certify  that  indirect  claims  did  not  include 
unallowable  costs.  The  Inspector  General  report  recommended  that 
a  study  be  made  to  determine  whether  the  FAR  90-day  filing 
requirement  for  contractor  indirect  cost  claims  was  realistic, 
and  to  revise  DFARS  to  impose  a  penalty  on  any  contractor  that 
does  not  comply  with  the  filing  requirement.  The  Under  Secretary 
of  Defense  for  Acquisition  partially  concurred,  stating  that 
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APPENDIX  A  -  SYNOPSES  OF  PRIOR  AUDIT  REPORTS  ON  THE 
anWTWTfiTRATION  OP  THE  CONTRACT  CLOSEOUT  PROCESS  (Continued) 

discussions  would  be  held  with  industry,  DCAA,  and  contracting 
officers  on  the  FAR  90-day  requirement,  but  that  imposing  penal¬ 
ties  on  late  filing  other  than  what  the  FAR  already  allowed  was 
not  considered  appropriate.  The  action  taken  by  the  Under 
Secretary  was  considered  responsive  to  the  recommendation.  The 
Inspector  General  report  contained  six  recommendations  addressed 
to  DCAA.  The  Office  of  the  Assistant  Inspector  General  for  Audit 
Policy  and  Oversight  reconsidered  five  of  the  six  recommendations 
based  on  an  analysis  of  DCAA  incurred  cost  productivity  rates  for 
the  first  9  months  of  1989  and  the  congressional  proposal  to 
increase  DCAA  resources  by  400  auditors  in  FY  1990.  ^  The 

sixth  recommendation  to  implement  a  system  control  requiring 
reconciliation  of  amounts  estimated  for  "ADV  [Annual  Dollar 
Voliome  of  auditable  incurred  costs]  -  Received  During  the  Year" 
was  considered  by  the  Office  of  the  Inspector  General  to  be 
essential  to  the  accuracy  of  DCAA  management  data.  This  informa¬ 
tion  represents  the  incurred  cost  audit  backlog  and  is  a  factor 
in  measuring  DCAA  productivity  and  in  determining  staffing 
requirements.  DCAA  nonconcurred  with  the  recommendation,  stating 
that  the  cost  of  a  control  system  would  far  outweigh  the 
benefits,  and  that  there  will  always  be  fluctuations  in  the 
annual  figures  due  to  replacing  estimated  data  with  actual  data. 
The  Inspector  General  response  stated  that  the  differences  were 
also  due  to  errors  that  needed  correction  and  that  accuracy  of 
the  data  was  critical  to  Agency  credibility. 

Air  Force  Audit  Agency.  Project  No.  7066411.  "Audit  of _ Closeout 

of  Physically  Complete  Contracts  With  Unliquidated  Obligations,.!! 
July  14.  1988. 

The  report  stated  that  management  controls  over  the  closeout 

process  for  physically  complete  contracts  with  unliquidated 

obligations  were  not  effective.  The  Director  of  Acquisition  and 
Logistics  Systems  concurred  with  the  finding  and  agreed  to 
initiate  a  change  to  DFARS  to  require  fund  reviews  and 

deobligation  of  excess  funds  within  30  days  after  physical 

completion  of  each  contract.  In  response  to  the  recommendation 
to  include  an  evaluation  of  the  timeliness  of  contract  closeout 
in  performance  appraisals,  the  Director  of  Contract  and 
Manufacturing  Policy  agreed  to  request  that  the  Air  Force 
Logistics  Command  monitor  the  timeliness  of  contract  closeouts 
and  propose  alternatives  to  establishing  performance  standards. 
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APPENDIX  A  -  SYNOPSES  OF  PRIOR  AUDIT  REPORTS  ON  THE 
ADMINISTRATION  OF  THE  CONTRACT  CLOSEOUT  PROCESS  (Continued) 

Defense  Logistics  Agency.  Report  No.  DCASR  LA-DI  6-88,  "Report  on 
the  Audit  of  Contract  Administration  Report  (CAR^  System.” 
May  13.  1988. 

This  report  stated  that  contract  data  included  in  the  CAR  were 
not  always  current  and  accurate,  and  that  management  attention 
needed  to  be  increased  on  open  but  dormant  contracts.  The 
Defense  Contract  Administration  Services  Region,  Los  Angeles,  and 
Headquarters,  DLA,  generally  concurred  with  the  audit  findings 
and  recommendations.  The  responses  did  not  specifically  state 
what  actions  would  be  taken  to  correct  the  reported  deficiencies. 

U.S.  Army  Audit  Aaencv.  Report  No.  HO  87-705,  "Contract  Closeout 
Process.”  June  9.  1987. 

The  report  stated  that  the  interests  of  the  Army  were  not 
properly  protected  by  the  contract  closeout  process,  and  that 
delays  in  the  closeout  process  included  delays  in  the 
deobligation  of  funds,  the  recovery  of  Government  property,  and 
the  recovery  of  overpayments  to  contractors.  The  Director  for 
Contracting,  Office  of  the  Assistant  Secretary  of  the  Army 
(Research,  Development,  and  Acquisition) ,  agreed  with  all  the 
recommendations  and  took  specific  actions  to  develop  a  desktop 
handbook  on  contract  closeout,  establish  standards  on  contract 
closeout  in  performance  plans,  establish  an  Army-wide  reporting 
system  to  monitor  contract  closeout,  and  instruct  contracting 
officers  to  use  checklists  to  monitor  the  progress  of  contract 
closeout. 
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APPENDIX  B  MILITARY  DEPARTMENTS  WORKLOAD  PROFILES 


Workload  Profile  Data.  The  Military  Departments  estimated 
that  the  following  contract  administration  work  load  would  be 
transferred  to  DLA  under  the  consolidation  program. 


Armv 

Navv* 

Air  Force 

Number  Value 

Number  Value 

Number  Value 

Total  Contracts 

Administered  6,584 

(Billion) 

$37.5 

23,291 

(Billion) 

$133.8 

84,403 

(Billion) 

$937.4 

Physically  Complete 
Contracts  Awaiting 
Closeout  1,090 

$  3.9 

4,624 

$  19.3 

4,168 

$  31.2 

Physically  Complete 

Contracts  Overage  263 

$  1.2 

2,692 

$  13.7 

2,753 

$  24.2 

♦Data  reported  from  the  Navy  do  not  include  the  Naval  Sea 
Systems  Command,  Navy  Plant  Representative  Offices,  at:  FMC  - 
Minneapolis,  MN;  UNISYS  -  Great  Neck,  NY;  Vitro  -  Laurel,  MD; 
General  Dynamics  -  Pomona,  CA. 


The  MOCAS  system  will  eventually  support  contract  administration 
functions  for  each  of  the  Military  Departments.  _  The  Army 
contracting  offices  were  already  using  MOCAS  to^  maintain  control 
over  the  administration  of  contracts,  including  the  ^  contract 
closeout  process,  when  the  transfer  order  became  effective.  The 
Navy  had  not  implemented  an  automated  system  to  maintain  control 
over  the  administration  of  contracts,  but  used  a  manual  system  of 
records.  The  Air  Force  used  the  "Acquisition  Management 
Information  System"  (AMIS) ,  another  automated  system  to  maintain 
control  over  the  administration  of  contracts.  ^  The  Plant 
Representative  Offices  formerly  belonging  to  the  Air  Force  will 
remain  on  AMIS  until  the  work  load  is  phased-in  at  DFAS-CO.  The 
Military  Departments  use  FAR  and  DFARS  procedures  for  contract 
closeout. 

All  Military  Department  Plant  Representative  Offices  were 
transferred  to  DLA  with  the  exception  of  the  Army  Ammunition 
Plants  and  the  Navy  Supervisor  of  Shipbuilding.  MOCAS  will  be 
the  DoD  system  for  contract  administration.  Military 
Departments  workload  data  show  the  impact  of  consolidation  of  the 
contract  administration  mission  on  DLA  and  provide  a  more 
complete  picture  of  the  scope  of  the  contract  closeout  mission  in 
DoD.  The  Military  Departments  are  not  otherwise  separately 
addressed  in  this  report. 
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APPENDIX  C  -  STATISTICAL  SAMPLING  PLAN 


Ob-ieetive  and  Scope.  The  objective  of  the  sampling  plan  was 
to  achieve  a  statistically  designed  method  to  sample  contracts 
administered  by  DLA.  The  audit  locations,  DCMDM  and  DCMDW,  were 
selected  to  coincide  with  locations  visited  during  Project 
No.  9AC-0021.  We  selected  contracts  for  review  from  the  universe 
of  contracts  in  the  CAR  at  the  two  Districts.  The  CAR  sections 
included  in  our  scope  were  section  1  (active  contracts) ,  section 
2  (physically  complete  contracts) ,  and  section  4  (contracts 
reopened  for  payment  adjustments) .  The  universe  of  contracts  and 
associated  values  were  as  follows: 

Number  of 

District  Contracts  Obligation  Value 

DCMDM  Universe  83,378  $56.7  Billion 

DCMDW  Universe  51,019  $82.3  Billion 

Statistical  Methodology.  We  used  a  statistically  designed 
method  to  sample  contracts  in  order  to  project  certain 
characteristics  and  dollar  values  to  the  universe  of  administered 
contracts  at  the  selected  Districts.  The  original  sample  plan 
was  designed  to  evaluate  administrative  and  payment  aspects  of 
the  contract  closeout  process  for  a  sample  of  contracts  under 
one  organization,  DLA.  The  advent  of  the  Defense  Finance  and 
Accounting  Service  split  the  contract  payment  function  from  the 
contract  administration  function.  We  now  have  one  sample  of 
contracts  for  two  organizations.  Because  of  this  organizational 
realignment  of  responsibility,  we  recalculated  our  audit  results 
as  they  related  to  each  organization. 

We  selected  a  separate  sample  of  contracts  administered  by 
two  DCMC  Districts.  For  DCMDM,  we  randomly  selected  three  sub¬ 
sites.  After  the  first  stage  selection,  we  selected 

150  contracts  at  random  within  the  three  sub-sites  as  follows; 

Number  of 

Sub-S ites  Contracts 


DCMAO  Philadelphia  37 

DCMAO  TOWson  103 

DPRO  IBM  _10 

Total  150 
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APPENDIX  c  -  STATISTICAL  SAMPLING  PLAN  (Continued) 


For  DCMDW,  we  randomly  selected  four  sub-sites.  After  the_  first 
stage  selection,  we  selected  150  contracts  at  random  within  the 
four  sub-sites  as  follows: 


Number  of 


Sub-Sites  Contracts 

DCMAO  El  Segundo  88 

DCMAO  Van  Nuys  53 

DPRO  Hughes  Aircraft  7 

DPRO  McDonnell  Douglas  2 

Total  150. 


This  two-stage  random  selection  process  produced  data  from  which 
statistical  estimates  were  made  using  appropriate  two-stage 
sampling  formulas  from  the  text.  Elementary  Survey — Sampling 
(3rd  ed.)  by  Scheaffer,  Mendenhall,  and  Ott,^  (PP-  235  -  236). 
The  two-stage  selection  process  gave  us  the  ability  to  review  an 
appropriate  number  of  contract  files,  and  extract  information 
needed  to  assess  the  overall  administration  of  the  contract 
closeout  process  for  each  District.  The  results  were  projected 
to  the  universe  of  contracts  administered^  by  each  District 
separately.  We  also  made  new  calculations  to  show  the 
distribution  of  the  results  between  the  two  DCMC  Districts,  and 
the  two  DFAS  Centers.  All  projections  were  performed  with 
appropriate  90-percent  confidence  and  with  precision  found  by 
taking  +/“  1*645  times  the  standard  error  of  the  estimate.  The 
results  of  statistical  projections  are  shown  below. 


1.  Contracts  with  inaccuracies  in  the  MOCAS  database; 


Projections 


District 

Sample  Results 
No.  of  Contracts 

Number  of 
Contracts 

Dollar  Value 

DCMDM 

38 

19,750 
+/-  6,611 

+/• 

$  9.7  Billion 
5.7  Billion 

DCMDW 

36 

11,934 
+/-  9,133 

+/• 

$  5.2  Billion 
4.7  Billion 

2.  Contracts  with  erroneous  obligations  and  disbursements 
causing  erroneous  unliquidated  obligations; 


Sample  Results 
District  No.  of  Contracts 


_ Projections _ 

Number  of 

Contracts  Dollar  Value 


DCMDM 


25 


13,344 
+/-  8,350 


$  8.5  Billion 
+/“  5.9  Billion 
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APPENDIX  G  -  STATISTICAL  SAMPLING  PLAN  (Continued) 

3,  Contracts  with  missing  or  incomplete  ACO  or  finance 
files: 

a.  Combined  ACO  and  payment  office  results; 


Proi ections 


Sample  Results 
District  No.  of  Contracts 


Number  of 
Contracts 


Dollar  Value 


DCMDM  27 

+/“ 

DCMDW  67 

+/“ 

b.  Payment  office  results; 


27 

12,543 

$ 

6.7 

Billion 

+/- 

5,774 

+/- 

4.3 

Billion 

67 

20,583 

$ 

6.0 

Billion 

+/- 

10,635 

+/- 

4.3 

Billion 

Projections 


Sample  Results 
No.  of  Contracts 


Number  of 
Contracts 


Dollar  Value 


26 

11,994 

$ 

6.7 

Billion 

+/- 

5,952 

+/- 

4.3 

Billion 

51 

16,393 

$ 

5.5 

Billion 

+/- 

4,954 

+/- 

3.7 

Billion 

DFAS  No 
Philadelphia 
Columbus 


c.  ACO  office  results; 

The  incidence  of  incomplete  or  missing  ACO  files  was  not 
significant  enough  to  project.  See  the  projections  in  3. a.  above 
for  the  combined  impact  of  ACO  and  payment  office  problems  on 
contracts  administered  by  the  DCMC  Districts. 

4.  Contracts  awaiting  DCAA  audits  of  overhead  rates; 

_ Proi ections _ 

Sample  Results  Number  of 

District  No .  of  Contracts  Contracts  Dollar  Value 

DCMDM  23  12,985  $  3.7  Billion 


Number  of 
Contracts 


DCMDM 


12,985 
+/-  6,981 


$  3.7  Billion 
+/-  2.8  Billion 
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APPENDIX  O  -  DEFENSE  LOGISTICS  AGENCY  GUIDANCE  ON  FISCAL  YEAR 
1991  APPROPRIATION  ACT  CHANGES  AFFECTING  CONTRACT  CLOSEOUT 


OCFfNSC  lOGt$»>C$  ACtNCV 
tMt  otft%»<C©Ni**C1  i**»i*«M«t*  <«««*« 
eAMt«o‘«*****o*i 
AlllUkXOAlA.WCW'****^^ 


SITMtCT: 


Tfri 


fiieal  Itu  (rri  JWl  ApFr*>Tl*««  *c»  €%«<•« 

ifr»cii»i 


e»u*A44r«  ti  pc«  MptrleW 
*tTJ:  Wr»et*r*i  Coi>tr»cl 


L.5  r»  .4  li  u  »  '.2“  n&u»i,  «u. 

?  ^  .n  •Vlll»l*4.  M  Mr*  lr««f«rr*4  I*  •  ■ 

,..M  «n  *«  eoM»r.Ul*.  ni* 

I*  U  euJ«4  a<«U*t  »kt  *««•«»  »•  M**cUt*4  e«»lr>ctt 

MM  c!o<t44 

•wliUn4lii|  tlUr  it#  ll»#  fe#r  P#fl#4 

tbt  *••*  pwp*4**  D»#r«  »1U  ••  W  M|  ■  A«c«uBta. 

4  nt  ilM  »#rl*4  |ov.r»J.i  tf.lUMlUp  lor  oblUAtUa  **rU»  If  «•  tjrp*  *1 
.*  --  -  AAftArAlltf  ib#  tliHiIrwroa  or#  3  poora  for  procyrtatai  fya4aj  3  ptara 
(ufl4iaf.  **••!“•**{  ,  ,  ,  .  tvtlwtlaa  (W>TW>.  aa4  I  p»ar  far  OporalUna 

l.r  l«i.4r«».  •  Si,  pw  oidSi  li^l4a.aUltaa  •!  ika 

*tSll!i**rt4rloua  aceoyata.  n«  Ural  ailtiUna  ra^virta  WaatIlUiUaa  •! 

f.  m';  Ira.  aill<.la4  U\^*t  \M  a.plra4  ai  Iba  aa4  al 

K'S  ll  I5?SI  M  •  IWK  J  llaaUVla  lar  tfwi.lUaa  pract4uraa  la 

”  *?j!i  I  faiMat  far  ik#  abllfatlaaa  i4aalilla4  aa  «plra4  at 

unis v.  •?«  ”k1«  Srt  »•  K. »» « 4  >«i « *»«  «u  I...  u  x 

M4a  au»  al  cwraal  appraprlallaaa. 

'■•SSr  'r?-s:;.r.  xiw  "  w.s  55*«. .. 
EES  2i-i  r:.r i:‘2.r.rits 
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APPENDIX  D  -  DEFENSE  LOGISTICS  AGENCY  GUIDANCE  ON  FISCAL  YEAR 
1991  APPROPRIATION  ACT  CHANGES  AFFECTING  CONTRACT  CLOSEOUT 
(Continued) 


tWtCT:  (HI  IWl  IpyroffUtU*  M  lff#elU|  CvatMel 

lUI  *t  f*c4»*«4*4  «ct(«M  !•  4r«*U«4  M  t.  *^^**^***  •U«14  |l««« 

S  ill  «P»U  cmoi  U  «ttU4,  •»<  JIlMMlM 

St  i«  41»«  »«  U*  U$\  tflori  *4wr4  •!  •uUt4Mlii4 

t  ft  r«c©»e»4  ik*»  T*tt  c**ir*ct*r«  «*•  »•!  *«i»lU#4 

n#rfcM4  tw  %U  •ff»cl*4  ye*M.  I»*ry  •ft*rl  •t)«gt4 

ttofanM  Coftlrtci  4u41i  (DC4D  kM  |B4trgct*4  tfctlf  Wnct6H  (# 

fo^rt  •»  .Ji4  WfoM.  MU  irtll  A4l  944*14.  lor  4W  Mv.1  ••  4.y.  *11^4  ^ 
Jollrictof  r.k«tUl  of  Uolf  fl44U4..  If  U.  eo.imtor.  ...comw,  MU  irtll 
Iftfu#  4  F4I**  I  44^  forii«r4  tlii  4u4li  14  Ik#  C4»tr4cil4|  0lf|C44 

(iCO)  for  r*»4lutl4..  tk.y  I.*.  .l.o  lMtr««t*4  4*4l***l  JlcteioM  t. 
41*4 >rl4rlW  .tu.ilo.  U  r*vl*«rtM  Hw*  •«^*M4  im44f  My 

4fft€iH  C44ir4Ci9* 

1.  MU  **4*14*4  U*  lUl  *t  **cl4»«i**  J  *f  e4»tr»et*r»  *»*  k.**  .4%  •ttkUll*4 
"cMMokl*  *.»*  9*4y4**U.  ni.  Uf4*MU4.,  .**4  I. 

r«c4.t  t**4*t  4.  4#  Oy*.  0v*rk*.4  f*|4lf.U*M  (IC*  kO-9ttl(M>ISJ4l, 

•k4ul4  4.U14  y*g  U  l4«.Ufy  kko.o  oo.tr.ctor.  r*9«lrlj|  »*w  ‘fj*^**'*  , 

JluitlM.  41*4  iMl«4*4  14*  you*  UrofMil*.  it  •  ll»tl.4 
rtfltctinl  c*i»ft*cl**  *««*l4*4  y*.r.  tfcU  Ik.l*  **«4*4*  .ko*  M  audit*)  fcut 
net  ««U1*4  (focloou*.  41. 

•  .  I*au*(i  you  9*4*14*  •  ftatu*  r.yort  I*  0*»4^«rl**.  OW*  JMis  W4*4C  ky 
IS  4iJ>u*ry  lUl.  Uetwd*  l»  y****  *.94*1  tk*  uuak**  *1  co.tr.U. 

^llSl4a*4  ok  lf.tloM  tk.t  .111  f.ll  ««4**  tfc.  lU»4k  tt4  »4yt*|ik*r  mi 
uImIWo.  4.t*4.  *1«*  I.4lw4*  UforMtIo.  9*rU Ul.f  U  CMirtet.  tk.t  »*.  lu 
lltIUUoB  4*  U»4*r  I#»**tl4*tl4.,  Il«*  9*4*14*  it*  mm  »4  Jk*#*  suaU*  of 
!{;  fJ*4M  U  y^  M.lrict  ...yoB.lkl.  f**  C4.tr.ct  4l4.*out  !"«••• 

tu**ti4M  4*  i«H4«*ll*»*  ikouU  k.  4l**ct*4  t*  f*Mlt*  l«4*l,  *J  ***-1444  of 
e»m*el.l  <1451  l74-t444.  Tk*  UforMtl*.  I*  UU  l*it**  UouM  k«  4tv*.  tk* 
Ili4«<t  94«*lkl4  4l*«**JMti4.« 


9  tncl 

I.  Tr*r.>lil4.  y*4C*4ur** 
t,  |cc*Mk*B4*4  tctiOM 
9.  rroyo*.!* 

4.  Oy*.  0v*ffc*»4  T***4 


Dopuly  Ef9^ul'*4  OfridO* 
ConUtctift^*^^ 
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APPENDIX  D  -  DEFENSE  LOGISTICS  AGENCY  GUIDANCE  ON  FISCAL  YEAR 
1991  APPROPRIATION  ACT  CHANGES  AFFECTING  CONTRACT  CLOSEOUT 
(Continued) 


TMWIflOi  WOCtl)U*lf 


\  A  l»9l  •  Ml  b»U^c«•  lof  ♦ppr*pi“U»UM  »h»i 

1993  ufinfi 


1993  09M  9p9r*prl»M9M, 

1994  »M9I  9ppr*fPlMl*M.  *»« 
1991  9p«cw«Mi»i  AppPPpPl*'***** 


^  t  .>  afiMrAfti* I Allanf  *P#  AP#  M  loa9*P  •vUlaVl# 

•n4  »rl«r  Akountfl  p»U  •fUP  •  X*Pe3  1991, 

•ut>f#qw#nt  %•  ih*  y**f 


«  ^..9 1  Aik  lA  iKi«  Drovl«lo^  ii  fun4i  not  I>av#  Vf 

1991,  ih*  Mt«cUt«4  p»y»*nt  will  U  9y  i  »y 


«  tA  1991  •  All  aWllaUA  9«Un«««  Akii  ixplptA  •( 

Jia  trry^M  i?rc*nc«lt4.  TMi  M*«.  thM  »i.y  »»owU  «w«4 

ill  JSJArIclI  Ilttral  iMi  »* 


1994  0»M  Apppopplatlani. 

1993  WTAI  ApppopP»9Alo»t,  Mi 

frocortM^fti  ApproprUiloftf# 


*r*  c.ncal.4  an4  *p*  «•  loftMP  avalUVU  t«  «U*P  conAr.eA 
«bll|»tl»n'* 


•  oA  «.P.t.AS«r  1993  -  All  •bll|ata4  baUni*#  4kaA  •»pira4  ai 
J?4^ifyf9H?rcaM.U4.  Tbl.  iMaai  that  any  ai»ai.nl#  a<.a4 

}i;  llUlLu  ant.paA  IM*  f  >»•»  v«‘M« 


199S  OAX  ApppapPlaUoni, 

1994  AMU  AppaapplaHana,  a»« 

frocvr«»#«i  • 


art  «ancal*4  an4  ap*  n*  lan4«  •»•» labia  to  alaap  aanlpaeA 
abllfatiana 


^  «A  1993  •  All  abJllataA  balanca*  tbat  axplPai  ai 

4«  Pi  art  cancaltA.  Tbii  «»»*•  Vk*A  »ny  »•»««»»•  «'*** 

}l:  lltxtWu  ISa^pIa  tnta  .»  IW,  l«^.  «•»“<» 


*099.  1994.  1999  OAN  Afppapplatlan#. 

1999.  1999.  1997  AMAt  *»'*y'***’‘*"* * 

1994,  1999,  1999  fracurananA  ApppappiaAloaa, 


ara  cancalai  an4  apa  na  lan<ap  avallabla  Aa  elaap  aantpael 
oblliaViona. 
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APPENDIX  D  -  DEFENSE  LOGISTICS  AGENCY  GUIDANCE  ON  FISCAL  YEAR 
1991  APPROPRIATION  ACT  CHANGES  AFFECTING  CONTRACT  CLOSEOUT 
(Continued) 


KtlOirl 


f.  9t  MU  fw«  U  tt4  •H*  mrt**4*, 


a  Va»  tk»i«  e«fttr*cUri  *b«#*  r*t*«  •»<>»  4«ln»lM4,  tM  My 

MMtlluMrim  U#»  •♦Mtu4«4,  tuun  It4(  e«»U4c(«r«  avkUi 

ifc4lr  IImI  fvkiu  Te\)ck4r4. 


4. 


Cmw«  U4t  M»i»»c4or#  aukalt  •«r4rt«*4  K»y4«4U  Ut 


•  l«eouf»l4  tiMMloa  ♦!  U*  M#  *t  ««lck  cUiJMt  ywt4vr4«  ts^cttllr 
«rt4r*  «44U4Cl«H  Mjr  fc*V4  f«»  mt  tjry«  C4«tr4€U  4*4  tt*»*  t$  Ml  • 

•  li»lti«4*l  «*l  l»P*el  •»  0«»*ra»*»l. 


«.  lc«4»U*k  »*rU*l  eJoMMi  **4  <*UIt*4*t  lAar#  *11  *uUtu4lAf  Imu**  **4 
*Munt«  pia4U|  «4«**l  It  «#ill44. 
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APPENDIX  E  -  DEFENSE  CONTRACT  AUDIT  AGENCY  "AUDIT  MANAGEMENT 
GUIDANCE  ON  ACCOMPLISHMENT  OP  INCURRED  COST  AUDITS  FOR  CONTRACTOR 
FISCAL  YEARS  1987  AND  EARLIER" 


QAD  702. 1«4  II  Decubtr  l»0 

I0-0AIK151 

KOVtttmM  KR  BGCJOAI.  WKSCtCRS,  OCAA 
CtiB£)CTCft«  mu>  teoai&T 

SUBJeCTi  Aulit  l^ritu^ysoerA,  OuidanM  .  cn  X^Muplifbaenb  ot  Xnain«d  Oovt 
AudlU  fcr  Oontx«ctcr  Pi«oia  Yean  (GFVi)  1M7  and  Earllw 

The  XOOl  Cefens*  Authcriuitlan  and  ^ppraprlatio)  81U  Includes 
larauags  ^ch  9i:eatly  redjoes  DoO^s  ability  to  UM  funds  that  currently 
reside  In  vhat  are  called  "iterj^sutplus”  aocxunts  (uncfcligated  fynds)  or 
■V  acxxunta  (obllgatad  but  unoqponded  fynds).  Frevlouely^  une^pen^ 
looney  in  tho»  acocunts  could  reside  there  infinitely  uiUl  DoO  spent 
the  funds.  The  rev  lav,  bwever,  changes  this  00  that  all  {rocureoent 
funds  ncA  expended  vithin  S  years  ittix  beln|  a(pro|)riated  must  ba 
notumed  to  the  TVea^oy.  Aiv  peysents  reijudred  VhsckatfMF  vith  remct 
to  old  dbllgatkna  wst  be  ^d  Crca  ourreot  year  PcO  apprcprietiona,  thus 
bipacting  current  pccourtoeiK  plans. 

As  a  result  of  these  nev  flsoal  realities,  and  to  preclude  loss  of  "K* 
funds  still  available  ae  wall  as  to  adnijkUe  the  affect  on  current  year 
appccpriaticns,  oontraot  closeouts  for  older  years  sust  be  aooelerated. 
Aocorningly,  all  incurred  coot  submissions  for  C3Ys  1987  end  earlier  ai^" 
be  given  fciority  and  tha  audits  completed  and  repocts  issued  by  the 
follondr^  dates: 


198$  and  earlier  1$  feb  II 

1986  31  JVd  II 

1987  29  12 

He  have  provided  a  listing  of  unreceived  sutoissiors  for  the  above 
years  to  the  Defense  Ocntzect  Kuvsgacent  Ocmdnd  \to  will  attespt  to 
obtain  then.  If  and  vhen  ary  et  these  pn»-1988  sufctaiseicne  are  reoiuved, 
they  should  be  prlcrltized  and  audited  in  aooordanoe  with  Idia  tixf/9 
schedule.  Choe  e  r^^ort  issuance  date  has  elapsed,  whsiwicrtfi  reoalvad 


imtiaUv*  and  the  men  to  naicuuxe  the  use  or  suiuyear  audits  is  still 
applicable  to  tha  sMtmt  that  it  is  oorslstent  Mth  seating  this  new 
cverridlng  ccncem  vith  the  ocspletlcn  of  the  oldest  CFfe.  The  above 
schedule  is  also  applicable  to  these  oontractors  vhere  only  the  audit  of 
direct  costs  is  involved. 


APPENDIX  E  -  DEFENSE  CONTRACT  AUDIT  AGENCY  »'AUDIT  MANAGEMENT 
GUIDANCE  ON  ACCOMPLISHMENT  OF  INCURRED  COST  AUDITS  FOR  CONTRACTOR 
FISCAL  YEARS  1987  AND  EARLIER"  (Continued) 


It  U<fUT  1990 
90-OAO-9>I 

Ouidarc*  cn  A3cot|>1W««*  of  Incwnred  <toot  Audit*  for 
Ctttttactor  ri*cal  Vmt*  (CFY»)  WO?  «nd  Earll«r 

Ecwaily  lacortant  to  the  prooes*  of  cloelng  oontrect*  Is  the  issuanot 
of  cootrect  eudit  elosinj  statotent*.  Final  vcwcher*  for  oontrects  with 
cdipletlcn  dates  befors  19«$  ehculd  bs  reviewed  «s  socn  ss  they  are 
received. 

CAK  0-709. lb  ard  «-709. Id  ouUlne  the  eu^aested  tlioe  periods  allwed 
for  oontractors  to  sul«lt  rebuttal  oaanenta  end  for  audlton  to  snedyze 
ccntractor  re^orise*.  In  order  to  sdAMz*  the  tljee  €^»nt  an  these 
activities.  f7«5s  should  coordinate  with  ocrtractors,  e)q>]aln  the 
situation,  trA  ut^  contractor  prcootnesa  In  pJWidlM  conn^.  In  wto 
to  weed  the  ptxceae,  ThCe  ehculd  ooneldar  ptxvldlrig  audit  results  to 
contra^rs  a*  the  ooncluslcn*  are  fonadated  (eee  <AM  6-709b),  If  it 
teccties  apparent  that  oootractor  actions  will  delay  the  issuaroe  of  a 
report  bejwd  the  daU  Indicated  above,  the  auditor  should  sate  the  AOO 
aMue  of  the  circuftstanoea. 

TfC  perscfinal  ehculd  direct  ary  cuestlons  to  their  regional  office, 
fcqional  quwtlc**  should  be  dlw*^  to  Mr.  Charles  J.  Iby  ll,  prcgran 
Itonager,  Special  Audits  Pivislon,  at  (705)  274-7775. 


fOi  C.  HOCOiWW 
Assistant  Oitector 
Cperations 
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APPENDIX  V  -  OVERPAYMENTS  ON  CONTRACTS  REVIEWED 


We  reviewed  150  contracts  at  the  two  DCMC  Districts  included  in 
the  audit  and  identified  the  overpayments  listed  below.  The 
frequency  of  occurrence  of  overpayments  in  our  sample  was  too  low 
to  allow  projection  to  the  total  universe  of  contracts 
administered  by  the  Districts. 


Overpayments  at  DCMDM: 

Contract  Number 
DAAB07-82-D-D004/0024 
DAAK80-80-C-0601 
N00024-84-C-6202 
Total 

Overpayments  at  DCMDW: 

Contract  Number 
N00383-85-G-5108/0365 
DLA100-84-C-4499 
DAAH01-81-C-B016 
DAAH01-85-C-0726 
N00024-83-C-7010 
N00383-81-G-1104/0289 
Total 


Amount  of  Overpayment 
$73,233.00 
10,442.85 
6.983.19 
590  ■  659.04 


Amount  of  Overpayment 
$  11,385.00 
117.68 
70,796.31 
940.80 
40,726.47 
75.282.00 
5199.248.26 


Status 

Recovered* 

Recovered* 

Recovered* 


Status 
Recovered* 
Default 
Default 
Demand  Ltr.* 
Bankrupt 
Recovered* 


*  Represents  the  six  recoverable  overpayments  amounting  to 
$178,300. 


In  addition  to  the  overpayments  identified  from  our  statistical 
sample,  we  reviewed  the  results  of  the  reconciliation  efforts  by 
Coopers  and  Lybrand,  the  accounting  firm  hired  by  DLA  to 
reconcile  DCMDW  contracts  serviced  at  the  DFAS-Columbus  Center. 
The  results  of  Coopers  and  Lybrand  efforts  as  of  September  15, 
1990,  showed: 


o  Demand  Letters  Issued 
o  Contractor  Refunds 
o  Accounting  Adjustments 
o  Contracts  Closed 


$  17,493,638 
$  6,321,646 

$584,001,668 
1,560 
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APPENDIX  Q  -  SUMMARY  OF  POTENTIAL  BENEFITS  RESULTING  FROM  AUDIT 

Recomwiendation  Description  Amount  and  Type 

Reference  of  Benefit  of  Benefit — 

1.  Compliance.  Will  result  in  Nonmonetary, 

improved  management  of 

contract  files  in  accordance 
with  DEARS  204.802,  "Contract 
Files. " 

2.  a.  Program  Results.  Economy  and  Nonmonetary. 

Efficiency.  Will  improve  the 
accuracy  and  reliability  of  the 
MOCAS  database. 

2.b.  Internal  Control.  Will  Nonmonetary, 

improve  the  accuracy  of 
MOCAS  in  support  of 
contract  administration 
and  contract  closeout. 

2.C.  Internal  Control.  Compliance  Nonmonetary, 

with  regulations  or  laws. 

Will  provide  needed 
documentation  in  support  of 
contract  administration  and 
contract  closeout. 

2.d.  Internal  Control.  Procedures  Nonmonetary, 

to  control  payment  files  will 
ensure  adequate  documentation 
to  verify  contract  and  payment 
actions  and  update  the  MOCAS 
database. 

2.e.  Economy  and  Efficiency.  Undeterminable. 

Prompt  collection  of 
overpayments  will  save 
future  interest  cost. 
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APPENDIX  H  -  ACTIVITIES  VISITED  OR  CONTACTED 


Office  of  the  Secretary  of  Defense 

Director  of  Defense  Procurement,  Washington,  DC 

Comptroller  of  the  Department  of  Defense,  Washington,  DC 

Department  of  the  Army 

Assistant  Secretary  of  the  Army  (Financial  Management) , 
Washington,  DC 

Assistant  Secretary  of  the  Army  (Research,  Development,  and 
Acquisition) ,  Washington,  DC 

Army  Materiel  Command,  Alexandria,  VA 

U.S.  Army  Aviation  Systems  Command,  St.  Louis,  MO 

U.S.  Army  Tank- Automotive  Command,  Warren,  MI 

Department  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Financial  Management) , 
Washington,  DC 

Assistant  Secretary  of  the  Navy  (Research,  Development,  and 
Acquisition) ,  Washington,  DC 

Department  of  the  Air  Force 

Assistant  Secretary  of  the  Air  Force  (Financial  Management 
and  Comptroller) ,  Washington,  DC 

Comptroller  of  the  Air  Force,  Washington,  DC 

Headquarters,  Air  Force  Systems  Command,  Andrews  Air  Force 
Base,  MD 

Defense  Agencies 

Defense  Finance  and  Accounting  Service  -  Columbus  Center, 
Columbus,  OH 

Defense  Logistics  Agency,  Alexandria,  VA 

Defense  Contract  Management  District  Mid  Atlantic, 
Philadelphia,  PA 

Defense  Contract  Management  Area  Operations, 

Philadelphia,  PA 

Defense  Contract  Management  Area  Operations,  Baltimore,  MD 
Defense  Plant  Representative  Office,  IBM,  Manassas,  VA 
Defense  Contract  Management  District  West,  Los  Angeles,  CA 
Defense  Contract  Management  Area  Operations,  El  Segundo,  CA 
Defense  Contract  Management  Area  Operations,  Van  Nuys,  CA 
Defense  Contract  Management  Transition  Office,  Dallas,  TX 
Defense  Plant  Representative  Office,  McDonnell  Douglas, 
Huntington  Beach,  CA 

Defense  Plant  Representative  Office,  Hughes,  Fullerton,  CA 
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APPENDIX  I  -  FINAL  REPORT  DISTRIBUTION 


Office  of  the  Secretary  of  Defense 
Under  Secretary  of  Defense  (Acquisition) 

Assistant  Secretary  of  Defense  (Production  and  Logistics) 
Assistant  Secretary  of  Defense  (Public  Affairs) 

Comptroller  of  the  Department  of  Defense 
Director  of  Defense  Procurement 

Department  of  the  Army 

Secretary  of  the  Army 

Assistant  Secretary  of  the  Army  (Financial  Management) 

Assistant  Secretary  of  the  Army  (Research,  Development,  and 

Acquisition) 

Army  Inspector  General 

Auditor  General,  U.S.  Army  Audit  Agency 
Department  of  the  Navy 
Secretary  of  the  Navy 

Assistant  Secretary  of  the  Navy  (Financial  Management) 

Assistant  Secretary  of  the  Navy  (Research,  Development,  and 

Acquisition) 

Comptroller  of  the  Navy,  NCB-532 
Auditor  General,  Naval  Audit  Service 

Department  of  the  Air  Force 

Secretary  of  the  Air  Force 

Assistant  Secretary  of  the  Air  Force  (Financial  Management  and 
Comptroller) 

Assistant  Secretary  of  the  Air  Force  (Acquisition) 

Director,  Air  Force  Audit  Agency 

Defense  Activities 

Director,  Defense  Contract  Audit  Agency 
Director,  Defense  Finance  and  Accounting  Service 

Director,  Defense  Finance  and  Accounting  Service-Columbus  Center 

Director,  Defense  Logistics  Agency 

Commander,  Defense  Contract  Management  Command 

Commander,  Defense  Contract  Management  District  Mid  Atlantic 

Commander,  Defense  Contract  Management  District  West 
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APPENDIX  I  -  FINAL  REPORT  DISTRIBUTION  (Continued) 

Office  of  Management  and  Budget 

U.S.  General  Accounting  Office,  NSIAD  Technical  Information 
Center 

Congressional  Committees: 

Senate  Subcommittee  on  Defense,  Committee  on  Appropriations 
Senate  Committee  on  Armed  Services 
Senate  Committee  on  Governmental  Affairs 

Ranking  Minority  Member,  Senate  Committee  on  Armed  Services 
House  Committee  on  Appropriations 

House  Subcommittee  on  Defense,  Committee  on  Appropriations 
Ranking  Minority  Member,  House  Committee  on  Appropriations 
House  Committee  on  Armed  Services 
House  Committee  on  Government  Operations 
House  Subcommittee  on  Legislation  and  National  Security, 
Committee  on  Government  Operations 
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PART  IV  -  MANAGEMENT  COMMENTS 


Defense  Finance  and  Accounting  Service 
Defense  Logistics  Agency 
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HAKAOEMENT  COMMEMT8  FROM  THE  DEFENSE  FINANCE  AND  ACCOUNtINO 
SERVICE 


defense  finance  and  accounting  service 

WASHINGTON  DC  2037SSOOI 


W  IS  IMf 


kdwwoidom  ron  mftctot  cwEwa,  orrAxwEXT  or 

SUBJtCTi  ^DoD  fuEMry  Report  on  th#  Audit  of  tho  AdidMttrAtlMi 
of  «i0  Cofttrtct  Closoout  Xrccoto* 

(Frojoct  XO.  0cr-004$.00) 

Out  dotailod  oowianto  to  tJiO  rocofUMndattoM  and  ^aAtUt 
barvofito  daacrlbo!  In  tha  draft  audit  raport  art  atUebad. 


^ttaohaant 


45 


MAMAQEMEMT  COMMENTS  FROM  THE  DEFENSE  FINANCE  AND  . ACCOUNTING 
SERVICE  (Continued) 


Final  Report 
Paqe  No. 


OFAS  Couenta  to  010  Audit 
ot  th*  Adalnlatratlon  «t  th« 
Contract  Cloaeout  Frocaaa 


13 

Renumbered 

2. a. 


13 

Renumbered 

2.b. 


3.a.t  Racoiui*nd  that  th*  Dlractor,  OfAS  aatahliah 
ftlS3-JhUJd  provide  aandatory  gaining  to  data  input 

paraonnal  raaponaibl*  for  Intarpratino  and  entering  contract  daU 
Into  the  HOCAS  eyate*. 

foMentt  Concur.  The  DU  Finance  Center  In  Colusa,  Ohio 
Shffie  nov  the  Defense  Pinawe  and  Accounting  Ferylce  - 
Coluidjua  Center  (OFAS-CO)),  initiated  a  fornal  tratnlno 
Srrlculua  specifically  to  train  wploP**" 

areas.  Formal  technical  training  had  not  been  available  at  the 
UXm.  There  la  now  a  mandatory  •-veelc  training  program 
attended  by  both  management  and  operations  employees,  tach  job 
Position  has  a  different  sequence  of  •desired*  courses  based  on 
^e  skills  required.  The  •desired*  training  for  employees  is 
based  on  the  employees'  needs  and  prior  ei^rlence,  dome 
employees  may  only  need  to  take  some  of  the  coursM.  It  is  an 
Invalid  assuiptlon  that  all  data  input  personnel  ^o  are  new  to 
OFAS-CO  require  all  of  this  training.  Host  transfer  employees 
have  some  or  all  of  the  required  experience  to  perform  their 
dutlASs 

At  thilr  exit  lnt*rvl«w  with  our  DFAS^CO  poroonnol  on 
fieoteibor  lip  tin,  tho  DoD  1C  audit  Uan  Indlcatod  that  thin 
?:?o^iSdati;n  ”uU  be  r.vl.ed  in  the  flwl  report  to  Pl«c.  the 
trainlno  emphasis  on  newly  hired  personnel.  We  concur  in  ^Is 
M^oSm^datfon  if  it  is  aiended  in  this  ma^r.  Our  FO»itlw  Is 
that  a  comprehensive  training  program  was  in  sxlstsnce  st  Ue 
Urns  of  this  audit  and  axlsts  now.  Training  Is  accomplished  on 
•n  as  needed  basis.  Supervisors  have  the  responsibility  and 
authority  to  determlns  which  employssm  require  the  cited  training 
in  order  to  perform  ot  an  effective  level. 

Eetimated  Completion  Date:  Completed. 

i.h.t  Recommend  that  the  Director,  DFAS  develop 
a^  implement  steward  operating  prwdures  to  veri^  the 
accuracy  ©f  financial  date  in  the  HOCAS  eyetem  database. 

rAM*nta:  Concur.  Quellty  reviews  of  contract  data  input  ere 
on  2  dlily^el.T  A  random  sample  of  traneactione  i. 
Hlscted  for  review  by  Operating  Division  personnel  es  well  es  an 
additional  sample  of  Iransactlone  reviewed  by  the  Accounting 
Review  Branch.  Transactions  ere  reviewed  to  ensure  date  base 
accuracy  end  integrity  result. 

£stlMted  Complstlon  Date:  Complstsd. 


MAMAaSKENT  COKMENTfl  FROM  THE  DEFENSE  FINANCE  AND  ACCOUNTINO 
SERVICE  (Continued) 


J.e*i  »*cow«i«i  th*t  th«  OlMctor,  orA* 
o^»tfegproc*4urM  for  tho  phy.lwl  wntrol  aM 
iiaintonaneo  of  coaploto  And  accurato  payaant  fllaa. 

A  DrAS*co  haa  affactlvaly  Half  ad  accaaa  fo  fNa 

ffffSt^ragS  f^ilt5  iy  tha  following  procadoraat 

a.  tocVlng  all  fila  doora  when  flla  paraonnal  ara  not 
present. 

b.  Limiting  accaat  to  tha  flla  araa  by 
VTKS-CO  pareonnH  muat  tacalva  parmlaalon  to 

by  a  auparvitor  and  »uat  b#  accompanied  by  a  aupervUor  oe  lead 

file  clerka 

Pile  paraonnal  uaa  vrlttan  aacurlty  procediiraSa 
Inmtitutlnd  a  third  ahift  vorkforce#  tha  packlo^  of  unfilad 
dociuianta  and  contract#  haa  bean  reduced  to  an  average  ^  o  2-day 
iSl^  ha.  bean  Inatltutad  to  pro^a  a  bar  coding 
ay. tarn  to  further  anhanca  tha  tracking  of  fllaa. 

Catlnatad  Coaplatlon  batai  Complatad. 

aa  ^  H  I  that  tho  Diractori  DPAS  aatabllah 

rtlS£-£h»id  pla^to  track  that  all  payment  flla.  ara  accounted 
for  and  are  complete  end  accuratea 

Cencur.  A#  a  part  of  the  tranefer-oot  proceem,  the 
tranaferrlno  activity  conduct#  en  Inventory  of  file#  for  ^ 

complatenalia  and  *^'*ivlM'.ct^vity'(OFAS^)t'^Onca 

the  fllaa  1.  performed  by  the  rac.lvl^  activity  (OFW^).  Once 

ve  determine  there  are  mleeing  documents/  ve  vili  e»taoii#m 
mlle.tor^s  to  track  that  all  required  data  la  obtained  In  tha 
payment  offlcsa 

RecomaendatlAlLJjJU*  Recommend  that  the  Director,  report 

the  lack  of  procedure#  to  control  contract  payment  file#  a#  e 
materiel  Internal  control  wcaknee#  In  the  annual  statement  ef 
:«uJiS.  aid  uick  th.  atatu.  of  corractiv.  ‘f  ioj*  “‘Jjl  «»• 
proceduraa  aatabllahad  In  Oj®  *?i**’**  *''‘*''‘*** 

Managemant  Control  Program,*  April  14,  »»*»• 

ciMament.i  ConcuT.  OPAS  managemant  examined  and  avaluatad 
cxi.ting  contract  payment  flla  control#  and  determined  that  they 
ara  adequate. 
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14 

Renumbered 


14 

Renumbered 

2.d. 


Deleted 
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Final  Report 
Paqe  No* 


Deleted 


14 

Renumbered 

2  •  e  • 


»«coiM*nd  th*t  th«  OlMCtor,  OfAJ  Initlkt* 
iSiSii  ta  ricovir  th*  follovliw  «v«r|>*yii*nt«  on  contracU 
«4ainlttoro4  by  tho  P«f*n*o  Contract  Managanant  Matrtct  N14- 
Atlantic* 


Contract  Wunbag 

oxxica0“«<'0-0707/oo2a 

DAX»O7-$a-0-O004/0Oa4 


I  aat.o) 
«7),a».o« 


Cctuanta*  Honconcor*  Cvarpayaant  ot  $7ai»0J  !•  not  valia«  Hia 
^^ar  vac  for  oxxKao-t4-D0707/ooas  but  vac  In  the  ooaa  rila. 
ot^rMWnt  of  ♦aa.aiJ.OO  vaa  racovaraC  on  Auyjat  li,  l»0. 
C«iM^C  fupportlJ.^  Cocunantatlon  varo  M!la4  to  tha  t>ot»  10  on 
S^Unbar  >0.  19>1. 

».r,.«aiyJatlon  3.0.1  RacoMOtva  that  tha  Clractor,  OfAf  Inltiata 
ricovt?  tha  following  ovarpayaanta  on  wntracta 
IdnlnlaUraO  by  tha  Dafanaa  Contract  Kana9a»ant  Oiatrlct  Waat. 


gfintrtet.  Hunbac 

HOOJ»J-I5-C-510I/OJ«S 

MAIOO-I4-C-44*# 

eAAH0l-*l"C-8OJ« 

t>AAi*01-i5“C-072* 

>l00024-tJ-C«7010 


|ll,)t9.00 

470, 794. )t 
i  940.10 
440,774.47 


r-ouantai  Partially  concur.  Tvo  of  tha  contraefa 
fDLAl^«4-C-4499  and  OXAHOl-#l*C-»Ol«)  have  bean  taralnatad  for 
iafault  and  ara  aubjact  to  la^al  aattlaaant  procaduraa.  Thaaa 
AVA  Aofc  ov#rpAy*^nt#  b^ciud#  collection  ectiori  ceAnot  oe  teXen 
until  default  raaolutlon  la  datamlnad.  Tha  4ll<799«00 
ovarpayaont  waa  collected  on  Pabruary  •,  1991.  Pour  deaand 
lettl^a  have  bean  Issued  on  tha  4940.90  ©vsrpayaant,  and  the  debt 
has  besn  transfarrsd  to  PPAd  •  Kashlnoton  Canter.  The  440,779.47 
ovarpayaant  cannot  ba  collected  at  this  tine  ^causa  tha 
contractor  declared  bankruptcy  ,$®***!J!**f 

aupporttne  docuaantatlon  vara  nailed  to  the  OoO  W  audit  tean  on 
Saptenber  70,  1991. 
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KAMAOEMEMT  COMMENTS  FROM  THE  DEFENSE  LOGISTICS  AGENCY 


06f  CN$C  LOCItTJCf  ACCNCY 
HtAMUMTtftf 
CAMCKON  ttAttOM 
AUWHOAI*.  VmCIWA  tt>04-«tM 


0  4  NOV  t»l 


MEMORANDUtl  FO*  ASSISTANT  IKSTACTO*  OEMERAL  FO*  AUDITIMO, 

pepartmemt  or  orrENst 


SUBJECT: 


OoO  Or«ft  SuwiAry  *n  tl>«  AuAll  of  th« 

Admtftlitr*tlon  of  th*  ContrAct  ClotAout  ?roe««i 
(ProlAct  *»•  OCr-0049.60) 


Thl.  It  in  r..poni#  to  youf  ST  Au<uft  01  «»0P4nd««  PO<ufilln< 
our  coL>inti  p^tAlnim  to  tko  Audit  of  tho  OoO  Sum^ory  Joport 
on  ih#  A4alniitr*tion  of  Contract  Clo«*ow^  froctfi  (frojoci 
Ho.  OCr-0049.00) .  Thf  ottochod  pofltlon*  li»vt 
Um.  HtJon  T,  HcCoy,  Ptpuiy  CoapiroJUr, 

Ad«ncy « 


5  And 


JXcOUELIKt  0. 


Chlof . 
\  Otflco 


BRYAMT 
Iniornol  Htvitvr  Mvltlon 
of  ih«  ComptroUtp 
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MANAGEMEHT  COMMENTS  FROM  THE  DEFENSE  LOGISTICS  AGENCY  (Continued) 


DATI  or  miTlOKi  1  lt9V  91 

,.,t.  ..p ..  jujj;,;. 

and  m«lnV«n*nc*  of  eemploU  *nd  accural#  conlracl  fll#*. 

OLA  COMMENTS:  Nonconcur.  Ad#<|uat#  *"•  **‘*''^?*. 

phyaical  control  and  »alnt#nanc#  of  contract  fll#«  already  •aUt.  p# 
f#d«r«l  Acquleltlon  R#|ylatlon  (FAR)  4.9.  Contract  ni#*.  pr#*crlb#i 
r#culrim#nt«  for  •#tabll«hln«,  »alntalnln|.  and 

fil##>  it  1#  eupplf m*nt#d  by  th#  OoO  FAR  Suppl#»#nt  304. 9«  Contract 
FJU#  which  contain#  additional  detail  pcrtatnln<  to  the  Mlntenance 
and  content#  H  contract  file#.  In  addition,  PLA  provide#  further 
detailed  |uidance  In  the  OLA  Manual  0109.1.  Contract  Adielnletratlon 
Manual  Part  4.0,  Contract  file  Maintenance,  Cloeeout,  and  Plepoaltion, 
and  the  PLA  Manual  8015.1  File#  Maintenance  and  Ol#po#ltloB.  The#e 
redulatlon#  and  manual#  contain  aufflelent.  detailed  Inetructlon 
rejardlnl  the  phyelcal  control  and  maintenance  of  contract  file#. 

Any  additional  coverage  would  be  redundant. 

DISPt)S  JTIOK; 

(  )  Action  1#  onlolng.  fetlmated  Completion  Pate: 

(X)  Action  1#  conaldered  complete: 
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